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Many bankers delay needed modernization because they fear loss of 
business during construction. But when your new quarters are 
planned and built by Bank Building Corporation, chances are 

better than 2-to-1 your business will actually increase during 
modernization! In a recent survey, 70 per cent of our clients 
reported gains during modernization; 96 per cent found 
customers interested and approving of the changes. 


The reason? Our skilled experts Know bank operations. 
They know how to organize and schedule work to 
interfere as little as possible with ‘‘business as usual.” 
Specialized techniques eliminate most of the 

confusion associated with construction. It’s another 
dollars-and-cents reason for calling in 

Bank Building first. 





Specialized know-how—key to 
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DuBois saluted: 


homage paid founders 


IBA Marks Anniversary 
During Denver Convention 


More than 1,150 registrants—bank- 
ers from 42 states and the District 
of Columbia—met in Denver, Colo- 
rado at the Denver Hilton Hotel for 
the 26th annual convention of The 
Independent Bankers Association 
May 22-26. 

The convention was one of the 
IBA’s largest in recent years. 

The tenor of the convention was 
to call for three things during the 
coming year: a sustained drive 
against holding company and branch 
banking, with increasing emphasis on 
building local and state independent 
organizations; continuation of a vig- 
orous effort to attain tax equality for 
commercial banks with mutual finan- 
cial institutions; and investigation of 
new banking techniques, particularly 
in the field of automation. 


Hansen New President 


O. D. Hansen, president of The 
Bank of Union County, Elk Point, 


Surprise was written on the face of Ben DuBois, 
IBA secretary, as President O. K. Johnson an- 
nounced the association was presenting Mr. and 
Mrs. DuBois with 30 hundred-dollar savings 


bonds—one for each of their years of service to 


the IBA. 





South Dakota, became the IBA presi- 
dent for 1960-61. Reed H. Albig, 
president of the National Bank of Mc- 
Keesport, Pennsylvania, was elevated 
to first vice president, and R. J. Cas- 
tille, president of the Guaranty Bank 
and Trust Company, Lafayette, Lou- 
isiana, was elected second vice presi- 
dent. 

Ben DuBois, Sauk Centre, Minne- 
sota, was elected to his 27th term as 
association secretary, and Howard 
Bell, Sauk Centre, was re-elected as- 
sistant secretary. 

The convention marked the 30th 
anniversary of the IBA. It was begun 
May 9, 1930 in Glenwood, Minnesota 
with 28 members. Membership is now 
5,800 banks in 39 states. 

Three Minnesota bankers—surviv- 
ing founders of the association—were 
presented with diamond-studded pins 
at the annual banquet. They are Ed- 
ward S. Olson, president of the First 
National Bank of Starbuck; Norman 
H. Tallakson, chairman of the board 


Minnesota. 






BY DON HIPSCHMAN 


of the Bank of Willmar; and Mr. 
DuBois. 

Special tribute was also accorded 
to Mr. DuBois and his wife, Cecile, 
at the annual banquet. The conven- 
tion gave them a rising ovation in 
gratitude for their efforts in building 
the association to the point where it 
is now, and they were presented with 
30 $100 savings bonds, one for each 
year of the IBA’s existence. 

O. K. Johnson, IBA’s outgoing 
president and president of the White- 
fish Bay (Wisconsin) State Bank, re- 
marked to Mr. DuBois: “The next 30 
years are going to be even harder.” 

Mr. DuBois also celebrated his 
75th birthday at the convention on 
May 22. 


Catholicity 


A wide variety of speakers dis- 
cussed the economic, agricultural, in- 
ternational and political prospects of 
the coming decade. 

They included Governor G. Harold 


Founders of the IBA discuss old times at a con- 
vention dinner in Denver. From left: N. H. 
Tallakson, chairman of the Bank of Willmar; 
Edward S. Olson, president of the First National 
Bank of Starbuck; and Mr. DuBois. All are from 






















The official family for the IBA for 1960- 
61 includes, from left: R. J. Castille, IBA 
second vice-president and president of 

the Guaranty Bank and Trust Company of 
Lafayette, Louisiana; A. W. Hoese, IBA 
treasurer and president of The Security 
State Bank of Glencoe, Minnesota; and 
Reed H. Albig, IBA first vice president 
and president of the National Bank of 








McKeesport, Pennsylvania. Seated at left 
are O. D. Hansen, new IBA president and 
president of The Bank of Union County, 
Elk Point, South Dakota, and O. K. 
Johnson, outgoing IBA president and 
president of the Whitefish Bay (Wisconsin) 


State Bank. 


King, Jr. of the Federal Reserve 
Board; Roswell Garst of Coon Ra- 
pids, Iowa; Arthur T. Roth, president 
of the Franklin Square National Bank 
of Franklin Square, Long Island, 
New York; Thomas G. Lanphier, Jr., 
an expert on guided missiles; Dr. 
Paul Dudley White, Boston heart spe- 
cialist; Dr. Walter W. Heller, Univer- 
sity of Minnesota economist; Robert 
S. Allen, Washington columnist; and 
Carl Taylor, president of the Wau- 
kesha (Wisconsin) State Bank. 

The achievements of the past year 
and the prospects for the Sixties were 
reviewed by O. K. Johnson, the out- 
going president. 

Mr. Johnson said the future of 
commercial banking rests on what 
bankers will accomplish during the 
crucial decade to come. 

“During the past 40 years,” he 
said, “the majority of bankers and 
other large independent interests in 


our country have, through compla- 
cency and a do-nothing philosophy, 
allowed a financial Frankenstein of 
huge proportions to be created. As 
the results are studied and the blue- 
prints are drawn for completion of 
this monster, its creators have decid- 
ed that the arms should be made 
longer and the head able to turn in 
all directions.” 

He predicted that unbridled con- 
centration of wealth would bring the 
ultimate end of the free enterprise 
system and the start of rigid govern- 
mental control. 


Increasing Demands 


Governor G. Harold King said the 
Sixties will mean new and increasing- 
ly heavy credit demands upon com- 
mercial banks, and that bankers must 
reassess their own goals if they are 
to meet this demand successfully. 

“I feel confident that if the Ameri- 


Convention headquarters for the IBA 
was the Denver Hilton Hotel, one of 
the newest and most modern in the 
country. The $26.5 million hotel 
opened only April 10. 


Kaye Smith of the Denver 
Convention Bureau was one of the 
crew at the reception desk kept busy 
as bankers from all over the United 
States began pouring into the Hilton 
for the convention. 













ee 


can commercial banking system gives 
itself an objective review, grooms 
farsighted executives, and equips it- 
self with adequate capital and liquid- 
ity cushions, it will not only be able 
to meet the great challenge of the 
decade which lies ahead, but will be 
able to keep the faith with those who 
laid the foundation for our United 
States,” he declared. 


Bright Future Predicted 


A continuing explosion in agricul- 
tural productivity and an easing of 
current USA-USSR cold war tensions 
were foreseen by Roswell Garst. A 
seed corn producer, Mr. Garst was 
host to Soviet Premier Nikita S. 
Khrushchev last fall. 

He said that by 1970 American 
farmers will be giving 215 million 
people in the U.S. a better diet even 
though they farm less land and use 


less labor to do it. TURN PAGE 





























Midwest bankers were guests at a 
breakfast staged by the Marquette 
National Bank of Minneapolis 
during the convention. Central Bank 
& Trust Company of Denver had a 
breakfast the opening day for all 
registrants. 


Such a feat will be possible through 
the increasing use of nitrogen fertil- 
izers and more mechanization. 
Through the period of expansion, 
farmers will call more and more upon 
bankers for credit, and he urged the 
bankers to study the farmers’ prob- 
lems carefully in order to make wise 
allocations for credit. 

Mr. Garst also stated that Ameri- 
can agricultural productivity can be 
America’s most useful diplomatic in- 
strument, and he said that any future 
Secretary of State should consult with 
the Secretary of Agricuture. 

Hunger is still a tragic problem in 
many parts of the world, and Ameri- 
can surpluses should be used to help 
these people and at the same time to 
remove the burden of surpluses from 
the farmer, he suggested. 

However, Mr. Garst cautioned, 
merely disposing of our surpluses is 
not enough. We must also export 
knowledge and machinery to coun- 
tries threatened by famine. 
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‘Congratulations are offered to R. J. 


Castille upon becoming second vice 
president of the IBA by Emil Placek, 
board chairman of the First National 
Bank of Wahoo, Nebraska. 




















Loss of Stature 


He said he belived both the United 
States and Russia had lost stature in 
the eyes of the rest of the world be- 
cause of the spy plane incident and 
the resultant failure at the summit 
conference in Paris. 

Mr. Garst commented that his vis- 
its with Premier Khrushchev in Rus- 
sia and in this country were pleasant 
experiences. “I know about farming 
and he wanted to learn about it,” he 
said. “Any teacher-and-pupil rela- 
tionship is pleasant if the pupil wants 
to learn. He is a vigorous fellow and 
it was like talking to any Iowa farmer 
as long as we were talking about 
farming.” 

The Russians are still far behind 
the United States in agriculture, he 
said, but they are ambitious and hun- 
gry for a higher living standard. 

Mr. Garst said he thought the Rus- 
sians hated and feared war even more 
than Americans because the USSR 
has twice been devastated by world 
wars, and he called the arms race 


“global insanity”, adding he was con- 
fident that the human race would 
recognize the folly of spending $100 
billion a year for arms in time to 
avert disaster. 


Law by Manipulation 


Severe criticism of the New York 
Legislature for passing the Omnibus 
Bill during its 1960 session was made 
by Arthur T. Roth. 

The bill to open New York State 
to branch and holding company ex- 
pansion was passed only through ma- 
nipulation and under a cloud, Mr. 
Roth charged, and he said his bank 
would continue to oppose the bill as 
illegal and unconstitutional. 


Not only did the Omnibus Bill 
damage independent banks, but all 
commercial banks, he said, explain- 
ing that the act opened the door to 
greater expansion of mutual savings 
banks which are. already making 
great inroads into commercial bank 
deposits. 

When the stockholder-owned banks 
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Tours during the convention were conducted to Estes Park and Central City. 
Above, throwing snowballs in late May is nothing new in the country the 
Indians called “Neversummer Land.” Right, H. M. Clarkson, assistant vice 
president of the Bank of Belle Fourche, South Dakota, look at an old bar in 
Central City which used to be a miners’ delight. 


are gone, railroads, steel, coal and 
iron will follow, and the trend could 
result in an iron-bound socialism, he 
predicted. 

In order to prevent deposits from 
leaving commercial banks “like a 
roaring river” to flow into mutuals, 
tax equality legislation must be en- 
acted, Mr. Roth said, and he called 
for all commercial banks to unite to- 
ward this end. 


The Ostrich Game 


Thomas G. Lanphier, a former vice 
president of the Convair Division of 
General Dynamics Corporation, 
charged the U. S. is ill-prepared to 
wage a cold war because of drifting 
and vacuous leadership which does 
not recognize the issues. 

The Russians recognize them only 
too well, he said, and the Russians 
are now being conditioned for pre- 
emptive war. 

Ten years ago, Mr. Lanphier said, 
the United States was the dominant 
country in the world. Now, he pointed 
out, the Russians are our equals mili- 
tarily, and may surpass the U. S. and 
all democracies in their rush. 

Adequate defenses and deterrent 
striking forces can be achieved 
through increases of $3 billion to $9 
billion which the Adminstration says 
would not strain the economy, but a 
balanced budget or a surplus is con- 
sidered more important. 
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Mr. Lanphier considered the alert- 
ing of the public as the most vital 
task at present. 

“In the final analysis,” he said, “an 
American people alerted to the con- 
flict being waged against them and 
obviously working industriously and 
without fear to meet it would engen- 
der a national attitude, which in it- 
self, would be the most impressive 
element of an effective and continuing 
defense against nuclear war or the 
political advances of Communism.” 

“For if the Kremlin can be im- 
pressed that the American people 
clearly understand the principles in- 
volved and are willing, if need be, to 
risk their national life to defend those 
principles—I doubt that the risk need 
ever be taken.” 


Dangerous Luxuries 
Dr. Paul Dudley White, the physi- 


cian who treated President Eisenhow- 
er for his heart attacks, said that the 
American standard of living poses 
problems for middle-aged men. 

Just at the time they are reaching 
the height of their effectiveness, Dr. 


White said, they are often stricken. 


with coronary diseases which either 
kill them or force them to curtail their 
activities. : 
Sedentary habits formed between 
the twenties and thirties are those 
which have the greatest detrimental 
effect, he said. Dr. White, now 74, 





says he still uses a push-type lawn- 
mower, walks a great deal, and chops 
wood in spite of his neighbors asking 
him why he should exert himself so 
if he doesn’t have to. 


Slothful Giant 


Dr. Heller, chairman of the de- 
partment of economics of the School of 
Business Administration at the Uni- 
versity of Minnesota, said the future 
growth of the U. S. economy was 
jeopardized because we are operating 
at far less than our potential. 

“National economic policy, preoc- 
cupied with fears of inflation and 
gold outflow, has clearly been too re- 
strictive,” he said. The year 1960 
brought “trillion” into the economic 
vocabulary, but with 3.7 million 
workers unemployed and vital indus- 
tries operating at far less than their 
capacity, we have a slack-filled pros- 
perity, he declared. 

For sustained economic growth, 
Dr. Heller outlined a series of pro- 
grams which would help the U. S. 
realize its full potential without being 
plagued by an erosive inflation. 

Fiscal-monetary policy, he said, 
should be “designed to maintain mar- 
kets for the output of American in- 
dustry at levels which will not damp- 
en production and investment, at the 
same time keeping an eye cocked but 
not glued to the dangers of inflation 
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and foreign trade deficits.” In con- 
junction, there should be “tougher 
fiscal policies and easier monetary 
policies” to improve conditions for 
capital investment, and the Federal 
tax policy should be more flexible to 
deal with either recession or inflation. 

A thorough-going reform should be 
made of the tax structure to restore 
the base and reduce the rates of the 
income tax because the present struc- 
ture is distorted by the pull of various 
tax shelters, he said. 

Dr. Heller declared that Federal 
aid to education was vital as “an in- 
vestment in human beings” to safe- 
guard our economic health, and that 
state and local finance should be 
strengthened. 


Insight from the Inside 


Robert S. Allen, commentator, au- 
thor and analyst, discussed the rami- 
fications of the U2 plane incident and 
also the forthcoming political con- 
ventions. 

Defense Secretary Thomas Gates 
called the controversial alert at the 
time of the summit conference be- 
cause the Central Intelligence Agency 
had learned that Poland, East Ger- 
many and Hungary had also called 
alerts at that time, Mr. Allen dis- 
closed. 

“The Pentagon and official Wash- 
ington are still very Pearl Harbor 
conscious,” he said. It later devel- 
oped, he explained, the satellite coun- 
try alerts were called to forestall an- 
ti-Communist demonstrations during 
the abortive conference. 

Vice President Richard Nixon’s 
disclosure during the summit confer- 
ence that two Russian spies were dis- 
covered while Premier Khrushchev 
was in America last year was “very 


Page 6 


Wilder Smith of the Farmers 
Home Administration spoke 

at a noon luncheon at the 
convention, telling of the role 
banking plays in extending ag- 
ricultural credit. Right is O. K. 
Johnson. 


embarrassing” to the FBI because one 
of the two was still at large though 
under surveillance at the time of Mr. 
Nixon’s announcement, Mr. Allen 
said. 

He revealed that Henry Cabot 
Lodge is one of Mr. Nixon’s favored 
running mates, followed by Secretary 
of the Treasury Robert Anderson and 
Senator Thruston Morton. 


Malleable Society 


Carl Taylor, speaking at the annual 
banquet, said America is changing 
its society to an old system which has 
brought misery to every people who 
accepted it. 

He pointed out the great ideal has 
been for every individual and group 
to compete to see which could give 
the most to mankind, but that Ameri- 
can of 1960 make an ideal of selfish- 
ness. 

“If Americans are to change per- 
manently from a society to which 
each freely contributes to a society 
from which each draws farm sub- 
sidies, old age pensions, government 
fixed high wages for featherbed per- 
formance, grants for this and that 
from borrowed money; then we have 
lost the greatest heritage any people 
ever enjoyed,” he said. 

Resolutions adopted by the con- 
vention stressed the necessity for con- 





Mrs. Louise Mullins entertained at a 
women’s luncheon with a dramatic 
reading of the play, “Roar Like a 


Dove.” 





tinuing the fight against the concen- 
tration of wealth through branch and 
holding company banking, and for 
the need to work to achieve tax equal- 
ity for commercial banks. 

On May 23, new IBA President 
Hansen and his wife Gladys were giv- 
en a surprise party and a set of lug- 
gage by more than 50 fellow South 
Dakotans attending the convention. 

On the second and last days of the 
convention, tours were conducted to 
Central City, a historic gold mining 
town, and to Estes Park. 

Two heart attacks marred the con- 
vention. 

On May 24, during a dinner at the 
Cherry Hills Country Club, Ed F. 
Vollrath, president of the State Bank 
of Ceylon, Minnesota, was stricken; 
and on May 26, Ed J. Thuss, vice 
president of the Spencer State Bank 
of Spencer, Wisconsin, suffered a 
heart attack. 

Both men were reported in satis- 
factory condition at the close of the 
convention, however. 


END 
THE INDEPENDENT BANKER 













































































Convention 
Notebook 


OVERSIGHT DEPARTMENT—-A. J. Reichmuth, 
now executive vice president of the 
Chokio (Minnesota) State Bank, is one 
of the men who helped organize the IBA 
30 years ago...we didn't learn about 
his presence at the meeting until the 


- 


Hostesses at the women’s continental breakfast were, 


Minnesota Bankers Association held its from left: Mrs. O. K. Johnson, wife of the IBA presi- 
convention a couple weeks after the dent; Mrs. Royal L. Mullins, wife of the president of 
tent had been folded at Denver...Mr. the Wolfe City (Texas) National Bank; and Mrs. 
Reichmuth said he accompanied the late Howard Bell, Sauk Centre, Minnesota, wife of the 
L. C. Dorweiler, Sr., then president of IBA’s assistant secretary. 


the Chokio bank, to the IBA's organiza- 
tional meeting...Mr. Dorweiler was 
later a member of the IBA's executive 
council. 

* * * 


TO EACH HIS OWN—Dr. Paul Dudley White 
was easily one of the most popular 
speakers on the program...after his 
address he was answering questions and 
expatiating on the best ways to achieve 
a healthy longevity when he was chal- 
lenged by Ben DuBois as to whether an 
older man should eat salads. Dr. White, 
conceding Mr. DuBois'’s obvious hale- 
ness, said circumstances sometimes made 
salads unnecessary. Mr. DuBois, who has 
no dietary interests extending past any- 
thing less substantial than meat-and- 
potatoes and who's a religious three- 
pack-a-day smoker, promptly hailed his 
wife across the ballroom with a trium- 
phant, "Hear that, Cecile?" Mr. Du- 

Bois is 75...Dr. White is 74.... 





Meeting and greeting at a social hour are, from 
left, E. E. Manuel, president of the George 
eS ee (lowa) State Bank; Wayne Meyer, first vice 


ONWARD AND UPWARD-The inclination after president of the Peoples State Bank of DeSmet, 


South Dakota; and Art J. Dondelinger, president 
of the Farmers & Merchants Bank of Water- 
town, South Dakota. 


Denver is to sit back and breathe deep 
breaths and think long thoughts for a 
month or so, but wheels are already 
turning for next year's convention... 
Howard Bell and O. D. Hansen have 
already been to Florida to look for a 
suitable hostelry for '6l.... 

—DCH 


Winners of $250 in travelers checks and an expense-paid 
trip to Bermuda were Mr. and Mrs. David Kleinpeter of 
Wesley, lowa. Mr. Kleinpeter is cashier of the Exchange 
State Bank there. Lane Gormley, granddaughter of R. E. 
Gormley, vice president of the George Savings Bank & 
Trust Company of Atlanta, made the drawing. Erskine 
Girard, assistant vice president of American Express Com- 
pany, made the presentation on behalf of his firm. All other 
exhibitors gave prizes at the convention. 
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1930-32 
1932-33 
1933-34 
1934-35 
1935-36 
1936-37 
1937-38 
1938-39 
1939-40 
1940-41 
1941-42 
1942-43 
1943-44 
1944-45 


1945-46 
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A Profile 
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Past IBA Presidents 


Harry Lee* 

Long Prairie, Minnesota 
Harry Lee* 

Long Prairie, Minnesota 
Theodore Aune* 
Glenwood, Minnesota 
Harry Lee* 

Long Prairie, Minnesota 
Harry Lee* 

Long Prairie, Minnesota 
A. B. Larson* 

Faribault, Minnesota 

A, P. Stoil* 

Pierz, Minnesota 

A. P. Stoll* 

Pierz, Minnesota 

M. L. Erickson* 

Lake City, Minnesota 

M. L. Erickson* 

Lake City, Minnesota 

N. B. Matthews 
Stanford, Montana 

W. R. Spensley* 
Hibbing, Minnesota 

A. P. Drummond 
Bonifay, Florida 

A. P. Drummond 
Bonifay, Florida 

A. P. Drummond 
Bonifay, Florida 


1946-47 


1947-48 


1948-49 


1949.50 


1950-51 


1951-52 


1952-53 


1953-54 


1954-55 


1955-56 


1956-57 


1957-58 


1958-59 


1959-60 


W. L. Gregory 

St. Louis, Missouri 

L. B. McBride 

Fort Collins, Colorado 
Leo W. Seal 

Bay St. Louis, Mississippi 
E. E. Manuel 

George, lowa 

Charles R. Bell 
Anniston, Alabama 
Guy Sturgeon* 
Sheridan, Wyoming 
James S. Peters 
Manchester, Georgia 
D. Emmert Brumbaugh 
Claysburg, Pa. 

W. J. Bryan 
Nashville, Tennessee 
B. H. Ryan 

East Moline, Illinois 
Joseph V. Johnson 
Tecumseh, Nebraska 
R. L. Mullins 

Wolfe City, Texas 


R. E. Gormley 

Atlanta, Georgia 

O. K. Johnson 

Whitefish Bay, Wisconsin 


*Deceased 


Q. D. Hanse 
For Indepe 


O. D. Hansen is the new president 
of The Independent Bankers Associa- 
tion. He’s a big man whose slow 
speech belies his speed. He’s a man 
with a genius for staying with a prob- 
lem until he has it worn down to 
size and mastered. 

If you were searching for an area 
and an environment best suited for 
the men who represents the independ- 
ent bankers in the United States, it 
would be difficult to pick a more ap- 
propriate spot than Elk Point, in 
Union County, South Dakota. 

Elk Point (it was named by Lewis 
and Clark during their exploration of 
the Louisiana Purchase) lies in the 
center of a rich alluvial flat jutting 
down into Nebraska and Iowa. 


Rugged Paradise 


The black earth is deep and crop 
failures are rarely known, but the 
land is heir to floods and some of the 
most extreme climatic conditions any- 
where in America. Temperatures can 
soar to a broiling 110° in summer 
and fall to 40° below zero in a killing 
Dakota blizzard. 

On the west the area is bounded 
by the James River, a docile meander- 
ing stream familiarly known as “The 
Jim.” The Big Sioux, unpredictable 
and dangerous in the spring, lies on 
the east forming the South Dakota- 
lowa border until it joins with the 
Missouri just above Sioux City, lowa. 
The once-proud and wild Missouri, 
now tamed by a series of Pick-Sloan 
dams on its upper reaches, flows to 
the south, marking the border be- 
tween Nebraska and South Dakota. 

Geographically, Union County is 
about 200 miles east: of the center of 
the North American continent. 

It’s a country that shapes people 
by burning or freezing failure out of 
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them until it has made them into a South Dakota from Denmark. In variegated, and’ included service as 





tough alloy capable of taking the 
wealth the land has to offer but 
guards so jealously. 


Melting Pot 
The farmers and people of the 


small towns in Union County are of 
polyglot ancestry—Frenchmen, 
Swedes, Danes (like O. D. Hansen), 
Irishmen, Norwegians and Germans. 
They accept adversity with quiet hu- 
mor, as if nething else could really 
be expected, and then settle down to 
rebuilding the work undone by floods 
or drought or blizzards. 

O. D. Hansen is one of them. He 
grew up among them. He’s now presi- 
dent of the Bank of Union County 
which he helped organize in 1943. 

There’s a lot more to O. D. Hansen 
than shows as a bank president, how- 
ever. 


Missionary Parents 


He grew up in the home of mis- 
sionary parents who had come to 


Mr. and Mrs. Hansen look over a set 
of luggage given them during a sur- 
prise party by more than 50 South 
Dakota bankers and their wives who 
were attending the IBA convention 
in Denver. 
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1903, when O. D. was a boy 11 years 
old, his father, Folker Hansen, took 
a mission about 60 miles inland from 
Durban in South Africa. 

The Hansens returned to South 
Dakota near 1905, and Folker Han- 
sen started farming near Beresford, 
later moving to a farm near Yankton. 
O. D. attended what he calls “the 
common schools” and went three 
years to a commercial college in 


Grand Island, Nebraska. 
Varied Experience 


World War I came along before he 
could launch any sort of a career and 
he served in the army. After he was 
discharged he came back to south- 
eastern South Dakota and found a 
farm depression. Land prices had 
boomed unrealistically during World 
War I, and then farm income skidded 
sharply after the Armistice was 
signed and there was no longer an 
army to feed. 

His career during the Twenties was 


postmaster of* Irene, South Dakota 
for several years. At the same time, 
he was owner, publisher and editor of 
a weekly paper there, the TRI-COUN- 
TY NEWS. 

Later he became interested in 
farming. He acquired a farm and 
went into a dairy and hog-raising 
enterprise with a tenant-partner. 

About 1925, O. D. discovered golf 
and pursued it with characteristic en- 
ergy for the next 12 years. He says 
he was an “ardent golfer”, and this 
becomes an understatement when he 
explains that his daily routine was to 
tee off at 6 a.m., play nine holes, 
work through the day, and then play 
18 more holes after work. 

His proficiency became such that 
by 1927 he was a finalist in a district 
tournament, losing in match play on 
the 19th hole to an opponent who was 
the state amateur champion. 

He still plays golf, but now only 
occasionally and “like a summer duf- 
fer.” His enthusiasms have shifted to 
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horse riding and he now has gaited 
and Western horses. In summer, he 
rides seven to eight miles daily. His 
wife, Gladys, also rides frequently, 
though not with O. D.’s fervent regu- 
larity. 

Coupled with his love of riding in 
his feeling for the nearby bluffs and 
wooded valleys. “Near this Missouri 
River here we have some of the 
world’s best natural trails,” he says. 


Mr. Hansen and O. K. Johnson, im- 
mediate past president of the IBA 
discuss strategy during the Denver 
convention. During Mr. Johnson’s 
year in office, the association gained 
more than 400 members, and now 
stands at 5,800, an all-time high. 
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“We see ducks, deer and pheasants 
about every time we go out.” 


Banking Initiation 


O. D. was initiated into the bank- 
ing field in the Thirties when he 
joined the staff of the State Banking 
Department. His first assignment was 
to become a bank receiver in charge 
of a number of bank trusts. He re- 
mained with the Banking Department 
until the late Thirties when he went 


* ' ae 


Mr. and Mrs. Hansen with their daughter, Carol, and son-in-law, T. W. 


Horseback riding along trails above 
the nearby Missouri River is now 
one of the enthusiasms the Hansens 
share. Pictures of the horses painted 
by their son, O. D. Hansen, Jr., are 
prominent on the wall in The Bank 
of Union County. 


to work for the American State Bank 
in Yankton, South Dakota. 

In 1940, O. D. became a director 
of the Exchange Bank in Lennox, 
South Dakota, and still serves in that 
capacity. Three years later, he and a 
group of friends chartered The Bank 
of Union County in Elk Point, start- 
ing with a capital structure of $32,- 
000. 

Growth of the bank has been 
steady and solid, and the capital 





Diefendor}, cashier of the Farmers State Bank of Irene, South Dakota. Their 
son, O. D. Hansen, Jr., was not present at the convention. He is associated 
with a manufacturing firm in Sioux City, lowa. 
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structure is now $375,000 and the 
bank has more than $3 million in de- 
posits. 

Once a member of the banking 
fraternity, O. D. has been extremely 
active in it. In 1944, he helped es- 
tablish the South Dakota State Bank 
Committee, an organization designed 
to represent state banks on legislative 
matters. 

He has been president of the com- 
mittee since its organization, except 
for the period of 1951-57 when he 
was a member of the State Banking 
Commission. 


Joining The Fight 


It was in 1944, too, that O. D. first 
became interested in The Independent 
Bankers Association. He was in 
Washington, D.C., testifying before 
the Banks and Banking Committee 
when he met Ben DuBois, Sauk Cen- 
tre, Minnesota, secretary of the IBA. 

O. D. joined the association then. 
He was elected a director and mem- 
ber of the executive council in 1949, 
and became second vice president in 
1958. During the past year, of course, 
he was first vice president. 

He’s performed yeoman service for 
both the IBA and the South Dakota 
bankers since 1943, leading the fight 
in recent sessions against those who 
have asked the Legislature to open 
the Coyote State to holding company 
expansion. 


He has interests in other fields, 
also. He is one of the organizers of 
Thermoflector Associates, Inc., which 
manufactures a new type of building 
block with an aluminum core. Therm- 
oflector is now being reorganized for 
national distribution of dealer fran- 
chises. 

He’s a member of the advisory 
board of the Small Business Adminis- 
tration for South Dakota, and heavy 
demands were made on him this 
spring when the SBA was one of the 
three Federal agencies called upon to 
provide disaster relief for Union 
County which suffered the worst 
floods in 110 years. He’s also active 
in Republican politics, and is county 
chairman of the “Mundt for Senate” 
Committee in Mundt’s present cam- 
paign to hold his Senate seat in the 
November election. 


The Hansens have a son and 
daughter. O. D. Hansen, Jr., is an in- 
active vice president of The Bank of 
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Union County, and is now associated 
with Pioneer Industries in Sioux 
City, a firm which manufactures heavy 
custom-built equipment trailers. O. 
D. Jr. and his wife have three chil- 
dren. The Hansens’ daughter stayed 
closer to banking. She’s Mrs. T. W. 
(Carol) Diefendorf, and her husband 


is cashier of the Farmers State Bank 
of Irene. The Diefendorfs have four 
children. 

O. D. is a lifelong member of the 
Methodist Church. He’s also a mem- 
ber of the Elks and Masons, but does 
not participate actively in lodge func- 
tions. 





the presidency: 





Some Views on the Office 





As president of The Independent Bankers Association, 0. D. Hansen has 


clear views on what directions he thinks the association should take and on 


what some of its principal problems are. 


He is vitally concerned on the matter of tax equality for commercial 
banks, and on the threatening tendency of concentration and monopoly 
by the mammoth banks. Here are his views: 


On Tax Equality 


The lack of taxes on savings and loan associations and mutual banks is the 
No. 1 threat facing banking. My thinking in general is that when you view 
the rate of growth of the tax-favored and tax-exempt mutual institutions, you 
must be concerned with the future of commercial banks. Banks now pay 
40 per cent or more of their net income, yet have to compete with institutions 


paying virtually no taxes. 


The rate of growth of these tax-favored and tax-exempt financial institutions 
should be the handwriting on the wall for commercial banks—or any other 
businesses which compete with tax-favored enterprises. The field of favoritism 
is broader than banks alone—it includes oil, dairying, fruit growers, grain 


producers and a host of other areas, 


One of the things that will bring about the end of what we call free 
enterprise is just this problem of tax favoritism. Anyone who fails to doubt 
that must not have studied the growth rates of the taxed and non-taxed 
businesses. I believe the banking fraternity must concentrate on one bill which 


will bring tax equality. 


Banking does not want any favors. It does not need any protection against 
competition from any source provided it is not forced to meet tax-favored or 
tax-free competition. It cannot continue to exist in such a climate as we now 


have, however. 


The issue is vital. If the government and the people ignore it long enough, 
it can be the thing which puts an end to free enterprise. 


On Concentration 


I believe the growth of the Independent Bankers Association will be 
determined by the extent to which the association serves the cause of 
independent banking. The tax issue will have a tremendous bearing, but it is 


not the only issue. 


The IBA must continue to be constantly on the alert to fight the trend to big 
and concentrated banking and to uphold unit and community-owned banking. 

The giants in the banking industry seek—by merger with other giants and 
by purchases of unit banks—to win a race, the object of which seems to be to 
acquire the largest footings. 

One does not need a profound knowledge of economics to know that this is 
not in the public interest. It must be a strong and vigorous body of independent 
bankers which brings this home to the banking industry and to the nation if we 
are to preserve an economic system which has left even a vestige of freedom for 
the individual. 
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Where To, 





BY O. K. JOHNSON 


Independent Banking ? 


Thirty historic years are being observed by the Inde- 
pendent Bankers as we meet here in Denver. 

It took men of courage 30 years ago, to band together 
to protect the basic: philosophy of our independent bank- 
ing system. This was the beginning of our organization. 

Three of these men are being honored at this conven- 
tion. They are: Ben DuBois, secretary of the IBA; Ed- 
ward S. Olson, president, First National Bank of Star- 
buck, Minnesota; and N. H. Tallakson, chairman of the 
board, Bank of Willmar, Minnesota. 

The courage of these men was soon recognized by other 
sound thinking bankers who believed in the preservation 
of private enterprise. Thus our association grew. 

Today we enjoy a national reputation, because we 
stand for the American system of freedom, independence, 
incentive, and productive achievement by the individual 
citizen. 

As our organization grows in numbers and prestige, 
such responsibilities become even greater. 

It is gratifying to report that many more states are or- 
ganizing state divisions of the IBA. 

The latest state to organize is Missouri. From exper- 
ience in my own state, I can assure you that these groups 
can become a most important factor in fighting legisla- 
tion which is detrimental to the best interests of inde- 
pendent banking generally, including branching, mergers, 
and holding companies. 

This country was founded on the proposition that in- 
dividualism and freedom of competition were always to 
be encouraged. 

As our country grew, these inalienable rights became 
ever more important, not only for the welfare of our 
economy, but as a shining example to the entire world of 
our way of life. 


The Unceasing Fight 


However, generation after generation has witnessed at- 
tempts by individuals and groups to destroy and abuse 
these rights for others. 

The 1890’s and following decades brought about sev- 
eral important legislative acts to preserve individualism 
and private enterprise, and to control monopolies. 

These laws have not always been effective. 

During the last 40 years, the majority of bankers and 
other large independent business interests in our country 
have, through complacency and a do-nothing philosophy, 
allowed a financial Frankenstein of huge proportions to 





Mr. Johnson, president of the Whitefish Bay State 
Bank of Whitefish Bay, Wisconsin, gave the keynote 
address at the Denver convention, from which this 
; article is taken. 


Page 12 


be created. As the results are studied and blueprints are 
drawn for completion of this monster, its creators have 
decided that the arms should be made longer and the 
head able to turn in all directions. 

They are at work now on this final stage. It may take 
a few more years than they expected, but with their good 
start and the lethargy around them, they are willing to 
bide their time where opposition is the strongest. 


The Enchantment of Size 


There is more to this story than meets the eye. Much 
of this progression is innocently accomplished by well- 
meaning individuals who believe bigness spells power, 
prestige, and wealth through concentration. 

Concentration, they believe, will allow greater avenues 
of expansion for our entire economic system. One cannot 
deny there may be some truth in this premise. 

We should realize, however, that whoever controls a 
major banking monopoly can very readily exercise mon- 
opolistic control over agriculture, communications, eco- 
nomic and political life in the community. 

If this Frankenstein of master control of our financial 


‘system is allowed to be completed, will not even its makers 


rue the day, to say nothing about the multitude of our 
citizens whose entire existence is now tied in with the 
private enterprise system? 

But above all, with the ever-increasing threat of world 
Communism, are we, through lack of moral and legisla- 
tive control, going to make possible a concentrated bank- 
ing system which could aid and abet one of the tenets on 
which Communism hopes to acquire control of countries— 
through control of their banking systems? In our lifetime 
we have witnessed such events in other countries. Are 
we going to allow it to happen here? 

No matter how high sounding are the objectives of 
large financial interests, it is about time our entire finan- 
cial picture is brought into focus. 


Focal Points 


We all know we must have large banks as well as small 
banks. The size and needs of communities generally dic- 
tate their size. Banks should develop the potential of their 
communities. But this does not necessarily mean that one, 
or even several banks in a community, should dominate 
all others. 

We do not want large banks to expand at the expense 
of the small ones which have a more personal interest in 
the requirements of their own communities. 

The various state supervisors, the Federal Reserve 
Board, the Comptroller of the Currency, and the Federal 
Deposit Insurance Corporation have.a solemn obligation to 
see that we do not return to the 20’s and 30’s, when over- 
banking and frustrated competition for survival were 
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partly responsible for the closing of nearly 15,000 banks. 

We do not need branches and barks on every corner— 
and don’t let anyone tell you that the public wants it that 
way—the public is more concerned with finding a friend- 
ly bank where it is treated well by bankers of under- 
standing, bankers who have a genuine interest in the 
community, not a branch manager whose only interest 
is to show a record of earnings to a distant board of di- 
rectors, 

Sometimes, I wonder why the larger banks do not give 
more thought to expanding their own capital stock poten- 
tial instead of working their new electronic machines over- 
time figuring out new merger plans coupled with new 
profit motives. 


This business of trying to out-distance each other with 


new banks and branches, as has happened in several 
states, not only reflects upon thé administration of the 
respective supervisory agencies, but works a greater hard- 
ship on the new banks and branches involved. 

My conception of the obligation of state and national 
banking supervisors has always been that their job was 
to protect the banking public, and to see that a favorable 
climate is reserved to each bank, national or state, in 
which to operate efficiently, conservatively, and profit- 
ably. 

And this should mean that banks are spaced far enough 
from each other geographically to allow for orderly com- 
petition. 


Some Object Lessons 
We hardly need to be reminded that the powerful bank- 


ing empires which were built around the 1930’s were sup- 
posed to give the public better banking facilities through 
holding companies, mergers, and branching. We know, 
however, what happened. 

Many of them closed during the early 30’s period, not 
as a result of the depression alone, but because they were 
unwise ventures. Through their closing, fuel was added 
to the general conflagration which helped deepen the de- 
pression. 

Of the 97 groups of holding companies, that sprang up 
during the 1920’s and were in existence on December 31, 
1931, only 42 existed five years later. Of the nearly 30,000 
banks in operation in the U. S. between 1927 and 1933, 


Mr. Johnson turns over the gavel 

of the IBA presidency for 1960-61 

to O. D. Hansen. The gavel was 
made from the timbers of the origi- 
nal White House which was par- 
tially destroyed by the British during 
the War of 1812. 
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the number decreased to approximately 15,000 by 1935. 

Who suffered the most during and after this period? 
Why, the general public, of course. 

But listen, in part, to what Franklin Roosevelt said to 
the Westchester County Bankers Association on June 7, 
1930, at White Plains, New York, when he was Governor 
of the State of New York: 

“Are we in this state, or in this nation, going to extend 
branch banking? I don’t know. Something tells me that 
the very minute we lose the individual initiative in the 
cities and some towns to the state, we are going to run 
a great risk of taking away individual initiative from a 
great many other things in our daily lives.” 

Shades of history. It would have been well if the pres- 
ent Governor of New York and his hand-picked Com- 
missioner of Banking, and the Mayor of New York City 
had studied the historic developments of banking in other 
countries before they exercised every means at their com- 
mand to bring about the recent expansion of branching 
in New York State. 

We suffered a great loss in New York State this past 
year. However, we hope our state group there will have an 
opportunity in the future to correct the situation through 
exercising greater influence on their legislators and mak- 
ing public the dangers of concentration of financial inter- 
ests. 

Had this matter gone before the voters in the State of 
New York as it did in the State of Missouri, the end re- 
sult might have been just the reverse of the present move 
to befriend generally the large banking and financial in- 
terests. 

Need we be alarmed? Let’s see! 

December 31, 1940—there were 15,120 banks in our 
country and 3,665 branches. 

December 31, 1959--there were 14,075 banks, a loss 
of 1,045 unit banks and branches had increased by 5,512 
to a total of 9,177. 

When will this expansion cease? Will it cease after all 
states and cities have been pulled into the maelstrom of 
permissible merging and branching? 

Let us hope that our courageous and aggressive mem- 
bers, with the help of our organization, can stem the tide. 
A hopeful sign on the horizon is the passage of the recent 
bank control bill which will give the federal banking 






















agencies more power to control or restrict bank mergers. 
It will be their responsibility to decide whether proposed 
consolidations would lessen competition or tend to create 
a monopoly. 

Last year, I promised you that regardless of the prob- 
lems that might arise affecting the independent banking 
fraternity, these problems would be met squarely, thought- 
fully, and with decisions that would best serve the inter- 
ests of all. 


Progress Toward Equality 


One such matter was the joint effort of four groups, in- 
cluding our own, which pointed up in unmistakable 
terms our position on tax equality. You may recall that 
at the ABA meeting in Chicago in 1958, The Roth Com- 
mittee, together with hundreds of our members, sparked 
the controversy of tax equality to a flame. The ABA 
could no longer remain neutral on the tax equality issue. 

It also became apparent that there would be no com- 
promise between the ABA and the mutual savings banks. 

It was early in the summer of 1959, that the ABA re- 
quested a meeting with The Independent Bankers Associa- 
tion, the Bankers Committee for Tax Equality, and the 
Roth Committee to see if we could all agree upon a for- 
mula which would accomplish a fair basis of taxation for 
savings and loan associations, mutual banks, and com- 
mercial banks. 

Members representing our organization played an im- 
portant part in the meetings that followed, which resulted 
in the joint statement of purpose recognizing the need of 
a fair formula which should be supported by all segments 
in our industry. 

It was at the insistance of your president at these meet- 
ings, that whatever agreement was reached should be in- 
corporated in a joint statement of all four groups, so that 
future events could not possibly lead to misconstruction 
of the position of all participants. 

The end result was incorporated by Congressman Noah 
M. Mason into Bill HR 7950, which is now known as the 
Mason Bill. 

Because of our consistent support of the Curtis and 
Harrison Tax Equality Bills, and now the Mason Bill, we 
believe the members of the IBA occupy a strategic posi- 
tion to further Congressional consideration of the alterna- 
tive measures offered in the bills. We hope the end result 
will be legislation which will achieve tax equality as be- 
tween savings and loan associations, mutual savings 
banks, and commercial banks. 


A Continuing Fight 


At this late date, we have very little hope that this mat- 
ter of tax equality will reach the Congress this session. 
You may rest assured though, that all of our efforts and 
that of the other organizations interested in tax equality 
will continue for early hearings and legislative action as 
soon as circumstances permit. 

Our savings and loan committee headed by Ralph 
Zaun has been most active this past year. Ralph followed 
Ben Ryan, who asked to be relieved of the chairmanship a 
year ago. Ben and many others did much to bring this 
problem of savings and loan competition to a head. Ralph 
Zaun and his committee have recently compiled many 
facts on taxes paid by savings and loan associations. 
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I urge you to use this comparative study and carry it 
with you so that you will have it handy when you discuss 
with your customers and friends the unfair tax advantage 
of savings and loan associations. 

Bankers are reminded that for a nominal cost, they may 
secure from our office at Sauk Centre, Minnesota, for 
distribution in checking account statements, a number of 
excellent pamphlets on tax equality. 

More than 500,000 pamphlets have been supplied by 
our office this past year. 

This past year the IBA gained further recognition of its 
importance to the banking fraternity and to the com- 
munity at large. 


Treasury Recognition 


Upon assuming the presidency of our association, it 
became increasingly evident that independent banking 
throughout the country, largely representative of grass 
root thinking, should be recognized and their opinions 
considered by the Treasury Department along with other 
major banking and financial groups, when debt manage- 
ment conferences are held. 

Accordingly, in the name of our organization, an over- 
ture was made to Robert Anderson, Secretary of the 
Treasury. 

We were pleased at the reception accorded the idea, and 
as a result the Treasury has recognized our committee 
now known as “The Independent Bankers Association 
Committee on Government Fiscal Policy.” 

This committee was invited to Washington for its first 
meeting February 4, 1960. Its members also were assured 
by Julian Baird, Undersecretary of the Treasury, that we 
were a welcome addition to those groups already meeting 


‘with him at intervals, when Treasury financing problems 


are discussed. 

Our members may rest assured that this committee will 
be ever alert to the welfare of all banks—and especially 
the medium and smaller banks—in any of its delibera- 
tions and recommendations to the Treasury Department. 

We have another committee that is very active and do- 
ing a good job. It is the bank study committee headed by 
Bill Kirchner. 

Besides other projects, Bill will report on the one that 
has proved very popular, namely the Seminar for Senior 
Bank Officers at Harvard. This is the third year of the 
Seminar. The 1960 session will be held August 21 to 
September 3. 

Anyone who has been there will tell you that it is a 
most stimulating educational experience. If you cannot 
go this year, plan to go next year and send in your reser- 
vation as soon as the new registration blanks reach you. 

I wish to commend Reed Albig, who as chairman of the 
original committee, laid the ground work for the seminar 
at Harvard. 

Another important committee of our association is the 
federal legislative committee, headed by Royal Mullins. 

Several months ago your association conducted a poll 
of our members on rates of interest paid to savings ac- 
count depositors. 


Interest Hike Opposed 


It is interesting to note that of the many replies re- 
ceived, the vast majority indicated that a rate in excess 
of 2 per cent, in view of uncertain economic conditions, 
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could impose a hardship on most banks. 

Now, I know that there are a number of bankers who 
disagree with the 2 per cent rate on the theory that higher 
interest rates on loans and. U. S. Government Securities, 
at this time, warrant a higher rate than 2 per cent. 

Some feel this gives them an opportunity to partially 
meet the competition of savings and loan associations. We 
know, too, there are some in the banking field who would 
like to see the ceiling raised from 3 to 314 or possibly 4 
per cent to meet this competition. 

This, in my estimation, would be a major mistake. 

However, if bankers would all agree to be regulated on 
rates they could pay on savings, whether it be 1 per cent 
or 4 per cent, based upon a formula tied to the prime rate 
or some other basic factors; then there might be some 
merit to raising rates on savings, when economic condi- 
tions are favorable. 

Conversely, bankers should also agree to be regulated 
when economic conditions require lower rates. If you 
were to have such a regulation, the justification must be 
to protect some bankers from their own folly. 

Such a regulation would deter them from carrying 
on the old chain store type of competition; and would 
avoid the give-away of blankets, alarm clocks, radios, 
etc. 

Now, I don’t buy this minority pressure to increase 
rates on savings, and I think no better reason exists today 
than the present trend in interest rates. If banks were 
allowed to pay above the rate of 3 per cent, and interest 
rates continue downward, they would be in trouble. 

I think we should be realistic in the handling of our 
customers’ money and recognize that our number one 
responsibility is the safety of their principal. Many of us 
who went through the depression period of 1929-1935 
realize that there is no substitute for sufficient liquidity 
to meet the demands of our customers. 

Allow high rates on savings, and you generally increase 
the risk that banks take in making loans and buying other 
investments. And apropos to this subject is the danger of 
re-instituting interest on open time accounts. 

One wonders whether many of these plans are gener- 
ated by larger banks to make it more difficult for the smal- 
ler and suburban banks to exist. 


The Electronic Future 


Another important endeavor we want to study for the 
welfare of our members is the possibility of joint bank 
effort in employing the newest electronic devices, as they 
would affect our commercial bookkeeping departments. 


In some states a corporation might have to be organized: 


to launch an effort of this kind. I am sure that we can all 
see the benefit to be derived from such a study. 

This is an idea to be explored to give smaller independ- 
ent banks a method of meeting competition of the larger 
banks. It certainly could help alleviate some trying per- 
sonnel problems of our banks. 


A Qualified Endorsement 
Just a word on our stand on the “Full Disclosure Bill”, 
$2577, introduced by Senator Douglas and sponsored by 
him and 17 other Senators. 
The IBA endorses any legislation which would bring 
into focus unwarranted interest and service charges 
foisted on an unsuspecting public. 
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This holds true whether it be for the loaning of money 
or under the guise of easy instalment credit for the pur- 
chase of goods and services. 

The banking fraternity has no objection to disclosing 
the total amount of any loan charges. This requirement 
is already observed by many banks, some in states where 
this information is required to be shown on the notes. 

However, for banks to be required to express credit 
costs in terms of simple annual interest would impose 
another hardship on banks already well-regulated by 
state and national banking laws. 

The provision in the bill for full disclosure to the bor- 
rower of total interest costs has our full endorsement. 
There are serious doubts, however, as to the workability 
of that section requiring that charges be expressed in 
terms of simple annual interest. 

The IBA is giving its full and unreserved support to a 
bill to revise the method of computing assessments paid 
to the FDIC by member banks. 

The bill, HR 8916, would increase the portion of the 
assessment credited to insured banks from 60 per cent 
to 66% per cent, and would substitute a new formula for 
determining the assessment base. 

Enactment of the bill would result in substantial sav- 
ings to our member banks and would ease the heavy bur- 
den of paper work with which we're all so familiar. 


Conservation Efforts Lauded 


I would like to pay tribute to our many bankers who 
have been active in programs to further soil conservation. 

They know that the maintenance and development of 
our communities, schools and churches, together with the 
growth of industry and banking, is in direct proportion 
to the positive way in which our soil is treated. This earth 
of ours furnishes only so much farming area. We cannot 
manufacture new land per se. 

We should take good care of what we have because 
with our exploding population, we are going to need 
every foot of it. 

Land values have not only been stabilized in the last 
two decades, but are on the increase because of the par- 
ticipation of bankers in programs which further good 
practices of conservation of our natural resources. 


What Future? 


In my closing remarks I pose this question: Will banks 
continue to play an important part in the future of our 
national economy? 

To be concerned with legislation is but one phase of 
our responsibility to the banking business. 

God gave man five senses—sight, hearing, smell, taste 
and touch. The successful banker has another faculty 
which we term common sense. This is a priceless gift 
which can and should be used most effectively. By using 
all these senses, especially good common horse sense, 
bankers can maintain an important place in the economy 
of our country. 

The banker has been the great co-ordinator of industry, 
finance, and commerce for a long time. He has drawn 
together the capital of millions of people into a great 
reservoir and has distributed it through channels of 
finance in order that productive enterprise may be estab- 
lished and maintained. 

The record is evidence of the wisdom and integrity 
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which has guided the bankers’ activities. The magnitude 
of modern industry makes our position one of increasing 
opportunity for genuine service. 

Bankers, however, should not lose sight of the fact 
that our country is undergoing profound changes. During 
the past century, we have shifted from an agricultural na- 
tion to a highly industrialized one. We have moved from 
farms and small towns to big cities. We have become the 
most industrialized and urbanized nation in the world. 

Since the tragic and trying days of the early 30’s bank- 
ing has come a long way. In that early period, we lost 
much public confidence. In too many cases bankers lost 
their jobs and their banks as well. All of us are con- 
scious of the fact that it has taken hard work to recapture 
this confidence. 

Notable improvement in bank management, in bank 
supervision and in customer relations has taken place. It 
is our responsibility to see that this position is kept at a 
high level. 

Too often, bankers have been made scapegoats for 
economic adversities. This is partly due to the public’s 
misunderstanding of the role the banker plays in his 
community and in part because bankers themselves have 
failed to make their function better understood and ap- 
preciated. 

Today, more than ever, banks should examine their 
position of liquidity so that in the event the present in- 
flationary period comes to an end, bankers will not again 
be unduly criticized at the bar of public opinion. 


Potential Stress Points 
The long upward trend of expanding credit should be 


cause for concern, especially as banks become over- 
loaned. 


The tableau unfolding is a 
drawing for exhibitor prizes 
at the Denver convention. 
Right, Mr. Johnson shows 
nothing up the sleeve as Frank 
M. Hunt, Milwaukee, an Evin- 
rude Motors representative, 
holds the bowl with the regis- 
trants’ names. Right, the dis- 
passionate reach. 


president of the Colorado Nation- 
al Bank of Denver is the winner 
of the five-horsepower motor 
given by Evinrude. O. D. Hansen 
is behind Mr. Hunt. 


Left, “Viola, I have it!” Right, Eu- 
gene Hultman, assistant vice 





For months, many signs have been developing to con- 
vince us that business is going through another re-adjust- 
ment period. We are seeing price adjustments both retail 
and wholesale with inventories in most instances again 
reaching a high level. 

Today, we are faced with a type of competition which 
has not existed for nearly 30 years. It is the ever-increas- 
ing flow of foreign manufactured goods into this country. 

With this competition affecting American industry, con- 
sider further the lack of continuing harmony between la- 
bor and management. Where prices have to be advanced 
to take care of a continued demand on the part of labor, 
this spells a further strain on our entire economy. 

In addition, the ominous growth of our debt structure 
on the local as well as the national level creates another 
burden to be borne by all. 

On the political front, we are becoming increasingly 
aware that for years the world has been torn by a struggle 
between two ideologies. One is that the state shall control 
the affairs of the people. The other, a much sounder idea, 
is that the people shall control the state. 

What is our obligation as bankers, to our customers, to 
our communities, to our country, and to ourselves? 

What is our goal, our aim, and the satisfaction we seek 
in life? 

I think the answer sums up to a form of freedom which 
we have come to associate with our American way of 
life—the freedom to defend our values and ideas. 

Our organization has long come of age. The affairs of 
our nation are the concern of independent bankers. We 
are interested in the affairs of our country; we want to 
preserve and maintain those good things in our American 


. economy which our predecessors, by the development of 

































our natural resources and through private enterprise, 
made possible for us. 

Some appear to be willing to trade these values for what 
they believe to be security. Others extol freedom while 
advocating an extension of governmental activities which 
encroach upon our freedom. Still others find modern 
problems so complicated that they are willing to pass the 
responsibility on to government instead of calling on 
their own reserves of initiative and self reliance. As a 
result the powers of our central government, and its in- 
fluence on the lives and affairs of its citizens, have been 
steadily growing. The fate of America and the retention 
of freedom depends upon the vigor of every one of our 
citizens. 


The Future's Challenge 


In the critical period ahead, it will be more difficult to 
hold fast to these fundamentals of freedom than ever be- 
fore. 

No one knows whether the perilous world situation will 
get worse, or how long it will last, or how deeply we may 





the adoption of a habit of thinking which would agree 
to any form of totalitarian powers in this country. 

In 1776, the question was whether a union of states 
could be successfully formed. 

In 1863, it was whether the union could be preserved. 

In the 1960's it will be whether the principles of free- 
dom, on which the union was founded, can be maintained. 

Let us not for one minute lose our American backbone 
or one ounce of our American grit and gumption which 
we will need to carry us through this period of world ad- 
justment. 

We must shoulder our responsibilities and face the 
issues and problems ahead of us. 

Just as our founding fathers and our forebearers have 
always fought tyranny in any form, so must we, in our 
own communities, furnish leadership to maintain that 
eternal vigilance which has always been the price of free- 
dom—freedom to assure succeeding generations the bles- 
sings of liberty, independence, and the benefits of the 
American system of free enterprise which we have en- 
joyed. 











become involved. But what we need to guard against is END 
of 
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Resolutions Adopted at the 
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Monopoly Banking 


WHEREAS, The Independent Bankers Association since its inception has strongly opposed the 
establishment of holding companies and branch banking, this being one of the foundation stones 
upon which the association was organized; 


NOW, THEREFORE BE IT RESOLVED that tiis position be and it is hereby reaffirmed, and 
that The Independent Bankers Association continue its efforts in opposition to the expansion of 
branch banking and holding companies as being inimical to independent banking and to the public 
interest. 


Tax Equality 


WHEREAS, the power to tax is the power to destroy; and 


WHEREAS, the power to tax one competitor 52 per cent while exempting another will ultimately 
destroy the taxed institution; 


NOW, THEREFORE BE IT RESOLVED that The Independent Bankers Association in convention 
assembled, instructs its officers and committees t» intensify their efforts to secure recognition of 
the unbearable tax inequality between banks and competing tax free financial institutions, such as 
savings and loan associations, and to secure equalizing legislation. 


General 


WHEREAS, this 1960 convention of The Independent Bankers Association in Denver has been a 
successful and outstanding one, enjoyed by all; 


NOW, THEREFORE BE IT RESOLVED that the delegates in convention assembled express their 
appreciation to the members of the Denver Arrangements Committee, the Publicity Committee, the 
Press, the officers of the association, and all those who contributed to this pleasant and worthwhile 
convention. 


President Johnson 


WHEREAS, President O. K. Johnson has given unsparingly of his time and talents to increase 
the usefulness and effectiveness of The Independent Bankers Association; and 


WHEREAS, his administration in 1959-60 has raised The Independent Bankers Association to new 


high levels of membership and service; 


NOW, THEREFORE BE IT RESOLVED that this convention record a formal expression of its 


appreciation and instruct its secretary to forward a copy of this resolution to President Johnson. 


National Association 
of Supervisors of State Banks 


RESOLVED, that The Independent Bankers Association does hereby encourage and approve, as 
being in the best interests of independent banking, the current efforts of the National Association 
of Supervisors of State Banks in promoting federal legislation providing in principle that no mem- 
ber of the Board of Directors of the Federal Deposit Insurance Corporation shall be the Comp- 
troller of the Currency or a member of the Board of Governors of the Federal Reserve System. 
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Support of the Family-Size Farm 


WHEREAS, the independent family-size farm together with the independent community banks and 
small business organizations form the economic backbone of our country and cannot survive in an 
economic atmosphere dominated and controlled by monopolistic merger-minded giant corporations 
and other monopolistic management-serving organizations; and 


WHEREAS, much of the present financial problems of the independent family-size farms are due 
to inflation and restrictive marketing and processing practices and not to the alleged inefficiency of 
small unit farming operations; 

NOW, THEREFORE BE IT RESOLVED that The Independent Bankers Association in convention, 
duly assembled, do hereby support all sound local, state or Federal anti-trust legislation, economic 
plans or regulatory actions that will strengthen ou: independent American system of family-size 
farming without regard to partisan politics. 


Sound Money 


RESOLVED, that The Independent Bankers Association believes that the strength of our nation 
is dependent on a sound and honest dollar and to that end urges the Congress to keep the budget 
balanced. 

BE IT FURTHER RESOLVED that The Independent Bankers Association commend the Fed- 


eral Reserve Board and the Secretary of the Treasury for their continuing fight against inflation 
and requests that the Secretary send a copy of this resolution to the Board and the Secretary. 


Ben DuBois, Ed Olson, 


Norman Tallakson 


WHEREAS, 1960 is the thirtieth anniversary of the founding of The Independent Bankers Asso- 
ciation; and 

WHEREAS, this association has become the strong voice of independent bankers to the public 
and to the representatives of State and National Government; and 


WHEREAS, Ben DuBois, Ed Olson and Norman Tallakson are three of the original founders of 
The Independent Bankers Association; 


NOW, THEREFORE BE IT RESOLVED by this convention that we recognize with acclaim and 
gratitude the life-long contributions of Ben DuBois, Ed Olson and Norman Tallakson to the cause 
of independent banking and their contributions to a better America. 


Illegal Banking 


WHEREAS, the members of The Independent Bankers Association are deeply concerned by the 
dangers of the public caused by the usurpation of commercial banking services by financial insti- 
tutions having neither the authority nor the facilities to dispense these services; 


NOW, THEREFORE BE IT RESOLVED that all members of The Independent Bankers Associa- 
tion vigorously object to the unlawful dispensing of commercial bank services by other institu- 
tions and also object to legislation which will permit expansion of the services now performed by 
institutions not now operating under commercial bank charter. 


Page 19 











Our committee this past year has 
been extremely active. The Phila- 
delphia convention of The Independ- 
ent Bankers Association last year 
kicked off a period of accelerative 
activity by the Savings and Joan 
Committee of The Independent 
Bankers Association. 

This has been a year in which a 
great deal of progress has been 
made; it was a year in which a great 
deal of progress needed to be made. 
Unfortunately, this progress was not 
made 10 or 20 years ago. 


Running Scared 


Bankers are running scared today. 
Many of them are familiar with tax 
equality through the excellent voices 
of men like Mr. Roth, Mr. Tark, Mr. 
Gormley, Mr. Ryan, and members 
of my committee. Bankers are run- 
ning so scared they are willing to 
start working a little bit. I mean the 
grass roots bankers are starting to be 
concerned, 

We will try to coordinate these 
efforts as best we can in our com- 
mittee. I feel very humble in this 
task—a task that is of such magni- 
tude that sometimes you feel it is 
impossible of solution. But I can as- 





Mr. Zaun, chairman of the IBA’s 
savings and loan committee, 

is executive vice president of 

the Grafton State Bank of 

Grafton, Wisconsin. His report 

was presented at the IBA’s 
convention in Denver. 
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sure you that with the help of peo- 
ple like Mr. Roth—and I will refer 
to him again and again—and the size 
of the banks that are gradually com- 
ing to the way of thinking that tax 
equality is the big issue, that we 
must solve it while we can and we 
will win. Let’s hope that 1961 is a 
target year for this success. 


Mutual Efforts 


Since the Philadelphia convention, 
quite a number of meetings have 
been held in succession with other 
banking groups. The big thing was 
to bring the American Bankers Asso- 
ciation—which had been hurting the 
cause of tax equality by its reluc- 
tance to stand up and be counted— 
into the fight for tax equality, and 
properly so. There have been num- 
bers of people in the ABA with very 
little background on this problem. 
Through the help of people like Mr. 
Roth, the IBA and the Bankers Com- 
mittee for Tax Equality, much of this 
background was furnished to them. 
It was freely and unselfishly given, 
and, frankly, it was very well re- 
ceived by the statesmen-like people 
in the ABA. As a result, 1959 was the 
year of big progress in consolidating 
the efforts of the banking groups 
behind this major fight. 


Dual Purpose 


Your Savings and Loan Commit- 
tee, as we conceive it, is a two-fold 
committee. It is an information and 
an action committee. We have sever- 
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Savings and Loan Committee 


BY RALPH L. ZAUN 


al areas of information to cover. 
One, we must inform bankers to con- 
solidate the statistical information 
that’s available, consolidate the 
thinking of the various bankers 
throughout the country working on 
this subject, and pass this informa- 
tion on to our bank membership. 
This is as far as we have gone in 
the past year. We hope to enlarge 
upon it during the coming year. 

You are, I hope, familiar with the 
IBA’s folder on tax equality. It’s a 
statistical compilation of what’s been 
happening to your business competi- 
tively, of how your competitors are 
contributing to this river, this flood, 
of thrift deposits out of your banks. 
It will show you how bank earnings 
are less—by a substantial propor- 
tion—than those of savings and loan 
associations, how they earn much 
more than you, and, of course, pay 
no taxes. I commend this folder to 
you—not because we did it—but be- 
cause it might give you some further 
background information. The more 
experts we have on this subject, the 
sooner we are going to have a suc- 
cessful conclusion. 


Information Needed 


I might mention in passing that 
our information on the state income 
taxes paid by the mutuals was in- 
complete on our folder. Most states 
levy a state income tax or franchise 
tax, but it’s difficult to find out what 
taxes are paid by the mutual 
groups because the very fraternal 
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home loan bank system does not 
show them as a separate figure in 
their annual compilation reports. 
They would rather keep this hidden. 
As a matter of fact, over half of the 
states levy no tax on these mutuals. 
It’s going to be very difficult for 
your committee to get into this prob- 
lem. The effort requires a fight on the 
national level since that’s where the 
big fault lies. It’s so tremendous that 
we can’t get into the fight at the local 
level. I recommend that your state 
directors and presidents study this 
situation and not let these “fat cats” 
get away with too much at the local 
level. There are a few states which 
are taxed quite heavily, such as 
Georgia and Oklahoma. A few have 
been called to our attention and to 
the home office. We would like to 
encourage you to give us more in- 
formation. Wherever you see some- 
thing, please send it to us. 


Main Street Approach 


Another area of information we’ve 
got to cover—and probably the most 
important area of information, is that 
which is gained by talking to each 
other. We can accomplish much this 
way. 

We are trying very definitely and 
very hard to get the legislative ear. 
A small start has been made in send- 
ing out the IBA folders to all Sena- 
tors and Congressmen. We want them 
to see what’s happening to their tax- 
paying banking system, why it is 
slowly decreasing in proportionate 
importance as a segment of the 
financial community. This is only a 
very small beginning. Congressmen 
don’t have much time to read a lot 
of literature. However, we will send 
them more commensurate with the 
time and finances we have. I think 
too little has been done to date, and 
we find that so many legislators are 
not informed. 

You gentlemen at home—and I 
am sure you have heard this before 
—can also do a much bigger job 
with person-to-person communica- 
tion. Seek out your Congressmen, 
your Senators. Inform yourselves 
first so that you will speak to them 
in an informed manner on this sub- 
ject. This is probably our ultimate 
key to success. 


Tell the Public 


The areas of information are: the 
bankers, the legislators, and lastly 
and most importantly the public. 
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This is very nebulous for us. We are 
not too well organized yet, and have 
to face the very well organized U.S. 
Savings and Loan League and its 
state counterparts which do an ab- 
solutely tremendous job in deluding 
the public as to the true nature of 
their savings shares. The vast ma- 
jority of the public thinks the shares 
are actually deposits in a deposit 
type of institution. These things are 
untrue. Very highly paid advertising 
people develop fine information for 
the use of the mutuals and they use 
it with tremendous effectiveness. | 
feel a rise of anger when I read some 
of their advertising. You’ve read it. 
You wonder how the Better Business 
Bureau can permit this type of ad- 
vertising. In most cases, the bankers 
do very little about it, but maybe 
there is an area where we can do 
something. This is the matter of in- 
forming the public, and will be stud- 
ied by your committee next year. 

You’re all familiar with the Foun- 
dation for Commercial Banks. I think 
it merits our support. However, it 
can’t call a spade a spade the way I 
think a lot of you would like to 
have it called. 


Need for Unity 


As to the action, this is what your 
committee is going to try to do. We 
will maintain, I assure you, close co- 
operation with the other banking or- 
ganizations operating in this field. 
A close, friendly and cooperative li- 
aison will be maintained. I think it 
would be fatal to get any ideas about 
tearing apart individual pieces of 
legislation in the tax equality field. 
You may not like the Mason Bill, the 
Curtis Bill or the Harrison Bill, but 
please, at this time, don’t muddy the 
water by getting off the main issue 
of tax equality. These bills are all 
reasonably well-conceived efforts at 
achieving tax equality and probably, 
in the final analysis, the committee 
will write its own bill, anyway. We 
don’t pass the bills in Congress, un- 
fortunately. If we did, this would no 
longer be a problem. 


You are aware, of course, that the 
executive council has approved a 
contract with Paul Lagomarcino who 
presently lives in Buffalo, New York, 
and who is moving to Washington in 
August. I would like to remind you 
of his erudite articles on the compet- 
itive factor of taxation in the finan- 
cial structure of our country. I look 


at him as a great help to the com- 
mittee in this matter. 


The Legislative Ear 


We will endeavor to improve our 
Congressional contacts with Con- 
gress, particularly with members of 
the House Ways and Means Commit- 
tee and its staff. We are notoriously 
weak in this area, and our opposi- 
tion, I think is quite strong. We will 
not try to stir up the membership 
to action at an inappropriate time. 
You can continue to write to your 
Congressmen calling tax inequality 
to their attention, but don’t cry 
“Wolf!” at the wrong time. 

I think, in all honesty and fair- 
ness, that there will be no action on 
any of the tax equality bills by Con- 
gress this year. It’s an election year. 
Every year seems to have been a 
wrong year in the past, but we hope 
that the next is the right one; it’s 
not an election year, anyway. 

When we do blow the whistle and 
say, “They're getting ready to vote 
in the Ways and Means Committee,” 
then you can do a tremendous job. 
It must come from you people. The 
work of a few won't do it, and 
there’s got to be a ground swell of 
support from the banking industry 
in order to get the job done. 


A Comparison 


I might mention that there are 
some 22,600 banking offices in the 
country. This is a big base to work 
from. I might further mention that 
these almost 23,000 banking offices 
managed to get only $2,700 million 
in savings in 1959, whereas only 
7,300 savings and loan associations 
managed to get $6,500 million— 
roughly a third as many offices get- 
ting three times as many savings, or 
about a ratio of eight to one. This is 
the deluge that Arthur Roth was 
talking about. How much longer can 
commercial banking systems stand 
it? Not much more! 

If you have any group of bankers 
interested in this subject, call on us. 
There are men, such as Emmett 
Gormley, Arthur Roth, Paul Lago- 
marcino and myself and many, many 
others who will talk to your groups. 


Trading Points 


This is an election year. This 
means the people who are going to 
vote on legislation so vital to you 
are going to come to you for help. 
Let’s hope they do. If they don’t, go 
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to them and offer your help. Try to 
pick out people who are friendly to- 
ward our cause. Maybe you should 
run for Congress yourselves. Try to 
get good men to run—bankers or 
bank directors and people friendly 
toward the banking industry, or 
businessmen or labor leaders. Bank- 
ers have no completely selfish interest 
in tax equality; it is our banking 
system which made this country 
strong and vital and everybody—not 
| just bankers—has an interest. Sup- 
port anybody who will be sympa- 
thetic and who will support us in this 
fight in every way you can. They 
will support us. This is axiomatic. 

The Bankers Committee for Con- 
gressional Action, which I referred 
to earlier, can do part of it, but I 
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think we can do much at the local 
level. I don’t have my Congressman 
in my pocket, but I do know that he 
is favorable and he has told me and 
written me that he favors tax equal- 
ity. See if you can get letters like 
that. We need such support. 


The Rising Mutuals 


In 40 per cent of the states of the 
country, the banks are no longer the 
large average-sized institutions. In 20 
states, the savings and loan associa- 
tions are now larger than commer- 
cial banks. In Minnesota, where our 
home office is located, savings and 
loans average $20 million in size 
compared to the poor little $6 mil- 
lion commercial banks. These little 
banks paid an average of $29,000 
each in Federal income tax, and the 
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mammoth $20 million savings and 
loans paid $36. What a travesty on 
justice! And this isn’t just an isolat- 
ed case in Minnesota—it’s repeated 
in state after state. 

Norman Struck of the U.S. Savings 
and Loan Association said on May 6, 
“Commercial banks seem to be better 
off with less savings.” Don’t buy 
that. There are banks which have, 
and they are going to divide our 
effort. Don’t buy that type of think- 
ing and don’t be afraid of some of 
the demigods in Congress who are 
trying to tell us our fight is useless, 
who are taking cracks at our legisla- 
tion. 

We will work just as hard as you 
want us to, and in return, if you give 
us the support we ask, we will win. 


High tribute was paid IBA Secretary Ben 
DuBois during the Denver convention. Above, 
he was given a rising ovation following thé 
banquet, and the convention voted a resolution 
(left) expressing the association’s gratitude to 
him for his work, At the extreme left 

is Harry Harding, president of the First 
National Bank of Pleasanton, California and 
honorary president of the Independent Bankers 
Association of the 12th Federal Reserve Dis- 
trict. Congratulating Mr. DuBois is Mrs. Edward 
Olson, Starbuck, Minnesota, wife of the 
president of the First National Bank there. 

Her husband is one of the founders of the IBA. 
On the right are Mrs. John C. Ellis, Craig, 
Colorado, wife of the IBA’s Colorado director; 
and Reed H. Albig, IBA first vice president 
and president of the National Bank of Mc- 


Keesport, Pennsylvania. 


THE INDEPENDENT BANKER 


Bank Study Committee 


The Bank Study Committee of The 
Independent Bankers Association 
was born to investigate basic factors 
contributing to the decrease in inde- 
pendent banks and to instigate ac- 
tion where expedient. The obvious 
justification for mergers and acquisi- 
tions of independent banks by bank- 
ing systems is that it is profitable. 
The independent bank stock seller 
sold to a group or system because in 
some way it left him with more prof- 
it and/or gave him more satisfac- 
tion. Perhaps the seller felt uneasy 
about management ability of avail- 
able independent purchasers. 


To Reason Why 


The IBA Study Committee recog- 
nized these facts, but then said: 
“Why is this true?” Through a series 
of hearings held over most of the 
USA, a wealth of information was 
garnered from very cooperative 
banking officials, the FDIC, the 
Comptroller’s office, the Federal Re- 
serve and state bank supervisors. 
Bank brokerage firms were consult- 
ed, politicians, professors, econo- 
mists, stock market firms, insurance 
men, other business men, and bank 
customers. 

The hearings pointed up certain 
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factors that accounted for, or accen- 
tuated, the disappearance of the in- 
dependent bank. These factors have 
been emphasized in previous reports 
from the Bank Study Committee, and 
include the following: (1) Lack of 
training for successor management; 
(2) Shortage of capital for would- 
be bank stock purchasers; (3) In- 
adequate salaries of bank employes; 
(4) Better fringe benefits in other 
industries; (5) Stock option plans 
eliminated by legislative control; 
(6) New mass production equip- 
ment; (7) An income tax structure 
favorable toward mergers; and (8) 
Lack of established market places 
for small bank stock favoring big- 
ness on the part of many administra- 
tive authorities. 


Different Attitudes 


The committee realizes this list is 
overwhelming and that it can never 
do more than hope to scratch the 
surface in any one area. Back of 
these problems is a differing psycho- 
logical attitude in different parts of 
the country. In most of the Missis- 
sippi River Valley, and in some of 
the Western states, there is an accep- 
tance on the part of the banking 
authorities, bankers, and others that 
a bank is akin to other types of busi- 
ness and, consequently, there is noth- 
ing wrong with a concentration of 
bank stock ownership in the hands 
of one person, a family, or a very 
few people. 

In other parts of the country, par- 
ticularly in the older Eastern states, 
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some banking officials and bankers 
regard close control of a bank as 
being pernicious or semi-illegal and 
detrimental. These basic attitudes 
work into almost any discussion of 
the continuance or disappearance of 
independent banks. 


Capital Needs 

In the Mississippi River Valley 
where it is considered proper for 
bank control to be closely held, in- 
dividual accumulation of the neces- 
sary capital to purchase such owner- 
ship is a primary factor in maintain- 
ing the independent status of a bank. 
In those areas many bankers feel 
that if they personally, or a small 
group of their friends, cannot hold 
control of the bank they do not want 
to assume the job of management. 

As these banks grow and are more 
heavily capitalized it becomes more 
and more difficult for an individual, 
or individuals, to accumulate the 
necessary funds to buy control. As a 
result, frequently the holding com- 
pany or the large branch system is 
the most available ready buyer—at 
all times supplied with adequate 
cash. To keep the banks in these 
areas independent, the possibilities 
of borrowing with bank stock as col- 
lateral, the use of preferred stock or 
debentures and other tools of capi- 
talization become very important. 


Preferred Stock Uses 


Let us turn again to the bank in 
the other parts of the country where 
stock is thinly scattered. Frequently, 
due to lack of a ready market place 
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caused by poor communication and 
lack of salesmanship, bank stock for 
these banks is selling far below the 
book value. A stockholder selling his 
few shares would have great diff- 
culty obtaining book value. When 
the would-be buyer is a large hold- 
ing company or another bank seek- 
ing control, they recognize the con- 
siderable expense and effort to build 
up banking customers; they conse- 
quently can afford to pay a high 
price to gain control. The system 
buyer is often able to get the coop- 
eration of selling by added induce- 
ments. In these banks, pension plans, 
fringe benefits, adequate salaries, 
stock sale possibilities, etc., loom 
very large. 


Artifices 


Some eccnomists and big business 
promoters would have us_ believe 
that it is economic factors alone that 
are bringing about the elimination 
of the independent bank. We believe 
that artificial legal and economic fac- 
tors created by law and policy are 
eliminating more banks than are free 
economic conditions, 

Recognizing that management abil- 
ity and aggressiveness are important 
facets entering into this problem, 
your association contacted Dr. 
Charles Williams, banking professor 
at the Harvard University Graduate 
School of Business Administration, 
and arranged for a seminar for sen- 
ior executive bank officers, devoted 
to a better understanding of suc- 
cessor management, working with 
boards of directors, capitalization of 
banks, and the many broader eco- 
nomic, personnel and political prob- 
lems of a bank executive. 

This school has held two very suc- 
cessful, intensive sessions, and is 
looking forward to the third this fall. 
The enrollment has been kept small 
so that the major objectives of the 
seminar can be better realized. 

The case method developed by the 
Harvard Business School provides 
an excellent vehicle for learning. 
The very best of instructors from 
Harvard, Southern California, and 
other distinguished universities pre- 
side at these sessions and draw from 
the participating bankers thoughts, 
ideas, arguments, and discussion. In- 
evitably, men with different back- 
grounds have different answers and 
different reasoning processes. The 
give-and-take discussions of the case 
method in the seminar class lead 
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each to realize some of the answers 
to his banking problems and also 
further develop a thought process 
which he can carry back and use in 
approaching future executive deci- 
sions in his bank. 


Quality 


Just to give you a little idea of the 
high quality of the 74 students regis- 
tered for the class this fall, 29 are 
bank presidents, one is a chairman 
of the board of his bank, 11 are 
executive vice presidents, 30 are vice 
presidents and three are cashiers. 
Practically every man is a director 
in the bank which he represents. A 
large percentage of these men are 
over 50 years of age and each has 
had a wealth of banking experience. 
These men will live together and 
share ideas using the best possible 
academic facilities. 

We urge that all of you give seri- 
ous consideration to attending a fu- 
ture session. You need not be col- 
lege-trained or an intellectual gen- 
ius. You must be a senior banker, 
faced with policy problems. Most of 
those who have attended repeatedly 
express the hope that they might at- 
tend another session several years 
hence. I, or any of the other alumni, 
would be glad to visit with you in 
regard to attendance at the school, if 
you wish to contact me. The IBA 
office has brochures and complete in- 
formation which it will be glad to 
forward to you. In this year’s class 
there will be representatives from 31 
states. 

During this year, your committee 


has concentrated much of its effort 
in the seminar. However, we under- 
took some research into the area of 
preferred stock. The committee, sev- 
eral years ago, took the stand that 
preferred stock was a_ legitimate 
method of bank capitalization and 
should be available for use by banks 
as it is available in other industries. 
Your IBA has three times passed 
resolutions at conventions approving 
the use of preferred stock as bank 
capital. We have frequently brought 
this subject to the attention of bank 
supervisory officials and have been 
responsible for some comments on 
the subject in various trade journals 
and reports. 


Old Prejudices : 


We feel that most of the opposi- 
tion to preferred stock stems from 
prejudice built up due to the fact 
that it was frequently last resort 
financing during the early 1930's. 
We believe that preferred stock can 
safely and properly be included as 
bank capital. 


We would not advocate that the en- 
tire capital of a bank be made up of 
preferred stock. To the best of our 
knowledge, all bank preferred stock 
enabling legislation provides for ap- 
proval by an administrative authori- 
ty. We feel that judgment must come 
into the determination of how much 
preferred stock should be used. It is 
questionable if a preferred stock 
should be part of the initial capital 
of a newly-chartered bank. Many 
banks have had excellent earnings 
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SEMINAR BREAKFAST at the Denver convention was a forum 








for discussion for (from left) Dr. Charles Williams, director 
of the Institute for Financing Management which conducts the 
Harvard Seminar; Glenn Yaussi, senior vice president of the 
National Bank of Commerce of Lincoln, Nebraska; Gerry D. 
Scott, president of the National Bank of Lacon, Illinois; and 
S. J. Kryzsko, president of the Winona (Minnesota) National 
and Savings Bank. The three are graduates of the seminar. 
This year’s seminar will be August 21-September 2. 
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records, so a small dividend payment 
on preferred stock should create no 
hazard. 

Preferred stock gives the depositor 
additional protection just the same 
as common stock does. It is fre- 
quently argued that preferred stock 
should not be sold as a_ general 
thing, but held for an emergency. 
When there is an emergency it would 
be no more difficult to analyze the 
bank’s capital needs and arrange for 
additional capital if there is pre- 
ferred stock outstanding than it 
would be if there were no preferred 
stock. 

There is a large group of investors, 
including widows, orphans, trust 
funds, older people, etc., who are not 
interested in voting management but 
are in need of a fixed income month- 
ly or yearly to meet their obliga- 
tions. These people represent an ad- 
ditional source of bank capital. 


Two Avenues 


Preferred stock can be sold with 
or without voting rights. Some bank 
management would sell preferred 
stock if favored by bank supervisory 
officials because it would not upset 
existing stock control patterns. The 
answers to an extensive question- 
naire presented by the committee to 
various state bank supervisors re- 
vealed that most state laws authorize 
the issuance of preferred stock and/ 
or debentures as bank capital. 

Some of this legislation was placed 
on the law books during the time of 
the bank holiday and still carries 
semi-emergency provisions. Other 
states have amended their laws to 
make it possible for a bank to issue 
preferred stock or debentures as or- 
dinary capitalization functions. 
When the questionnaires were an- 
swered, supervisors added comments 
of great interest, such as this— 
“Since our law specifically provides 
for preferred stock and common 
stock, we see no reason or proper 
ground for discrimination against 
the use of preferred stock as part of 
the capital structure of banks.” Oth- 
er comments were similar, indicating 
some kind of prejudice—“It would 
seem preferred stock or debentures 
indicate inability to dispose of new 
common.” Another quotation—“I 
would consider it a form of distress 
financing.” Another comment— 
“Cost of servicing could offset bank 
earnings.” 

I believe this last supervisor meant 
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to infer that issuance of preferred 
stock would reduce a common stock- 
holder’s dividend. This may or may 
not be true. The availability of a 
broader capital base should mean 
more dollar earnings for the bank. 


If preferred stock is getting 6 per. 


cent and earnings on capital are 8 
per cent, there would be even more 
remaining for the common. stock- 
holder. If earnings were less than 6 
per cent, the common stockholder’s 
earnings would be reduced. 


Amendments Needed 


Our committee has been consider- 
ing offering amendments to the na- 
tional banking laws which would 
liberalize the use of preferred stock. 
At the present time the official atti- 
tude of the Comptroller’s office and 
the FDIC is to approve preferred 
stock and/or debentures only in very 
special cases under emergency or 
semi-emergency conditions. The stat- 
utes now in existence tend to develop 
this attitude since they were passed 
during bank holidays and have been 
only partially amended. This matter 
will be considered by your national 
legislative committee. The State of 
New York banking superintendents 
are to be commended for the pro- 
gressive steps taken in using good 
judgment in approving preferred 
stock in cases where it seems war- 
ranted. 

We do not feel it would be prac- 
tical for a bank (or any business) to 
take on a preponderately large com- 
mittment to pay dividends on pre- 
ferred stock any more than they 
should take on a contract to pay rent 
in excess of earning power. The use 
of capital as a tool for bank profits 
can well be compared to use of a 
building and equipment to produce 
bank profits. In either case, they are 
worth what they can produce and 
neither should be used unless it can 
be used profitably. 


Tax Hazards 


The committee spent some time in 
considering tax inequality in bank 
mergers. If a bank is to be merged 
into a holding company system, the 
seller may take holding company 
stock in exchange and pay no in- 
come tax until such time as he dis- 
poses of that stock. Thereby it is pos- 
sible to pass the holding company 
stock along in his estate, or to sell it 
in small paris, deriving huge tax 
savings. 


If that same seller were to sell his 
bank stock to another individual or 
company for cash, he must immedi- 
ately pay a sizable tax, even though 
he re-invests the smaller remaining 
proceeds in the stock of that same 
holding company. We feel that this 
inequity has probably led to the 
merging of more banks than any 
other one fact. This certainly cannot 
be called an economic fact. It is arti- 
ficial taxation pressure. The commit- 
tee is exploring ways of changing the 
tax structure which might eliminate 
this inequity. We find that powerful 
forces in Wall Street and investment 
bankers have given consideration to 
this same problem so we are not 
alone in this concern. We hope some- 
time in the future to derive a work- 
able solution. 

We find that several banks have 
set up an over-the-counter market 
for their stock by enlisting the coop- 
eration of a local brokerage firm 
and sending to that firm all purchase 
or sale requests. This seems to be a 
very logical approach and we recom- 
mend it for other banks. 

Obviously we cannot cover in this 
report the many problems considered 
by this committee. It is difficult to 
brief you on all the wide area that 
comes into the committee focus from 
time to time. We hope that any of 
you will communicate with the com- 
mittee members whenever you find 
information or have thoughts per- 
taining to these many problems. 

We believe that if these artificial 
factors affecting the demise of inde- 
pendent banks can be reckoned with 
and minimized, that independent 
banking will take on a new lease and 
surge of activity. We are not con- 
vinced that an independent bank 
needs to be any less efficient than a 
large system; we are not convinced 
that the management of the large 
banking system is automatically 
more capable. We are convinced that 
all independent banks must work for 
the continuance of independent 
banking or it will erode away into 
large systems, and in turn, the con- 
trol of those large systems will prob- 
ably erode away into government 
control or socialistic direction. We 
must be allied. We must be willing to 
give some time and effort to main- 
tain this cornerstone of American 
democracy. If our money is con- 
trolled by government, it is quite 
easy to control the man. END 
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BY ARTHUR T. ROTH 





Mr. Roth, board chairman of the Franklin National 
Bank of Franklin Square, Long Island, and a staunch 
and outspoken advocate of tax equality for commercial 
banks, delivered this address at the Denver convention. 


New York's 


Banking Dilemma 


Winston Churchill once commented on the subject of a 
long-time wrong being overthrown, and replaced by good. 
I quote: 

“Laws, just or unjust, may govern men’s actions. 

Tyrannies may strain or regulate their words. The 

machinery of propaganda may pack their minds 

with falsehood and deny them truth for many genera- 
tions of time. But the soul of man thus held in trance, 

or frozen in a long night, can be awakened by a 

spark, coming from, only God knows where, and 

in a moment, the whole structure of wrong and op- 
pression is on trial for its life.” 

Deposits are racing out of commercial banks like a 
roaring river, into savings and loan associations and 
mutual savings banks. As a result, sparks are beginning to 
shoot from the long-smoldering revolution for tax-equali- 
ty. And comercial banking is becoming inflamed with a 
determination to overthrow the wrong which has con- 
tinued for so long a period of time. 


Tax-Begotten Inequality 


In the California area, where savings and loan associa- 
tions are most predominant, the problem is fast becoming 
critical; where the banks have suffered a drain in savings 
deposits of over $300 million in the first three months of 
this year; where assets of commercial banks are being 
liquidated, at huge losses, to meet withdrawals; where 
the first of July is a dreaded date; and, where a critical 
banking situation is developing for the first time in a 
quarter of a century. 

Unless we rise up against this injustice and tyranny, 
which has made the nation’s banking system half-free 
and half-slave, and overthrow the machinery of propa- 
ganda and unjust laws, then our stockholder-owned sys- 
tem of commercial banking is doomed to give way to a 
system of socialized banking. Although I mentioned the 
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California area, I see what is taking place there also 
happening in other areas throughout the United States— 
even in my own State of New York where the trend would 
be intensified by the new “ominous” bank bill. 


Action and Action Now 


Have we not had enough of this annihilation, this pious 
fraud? Isn’t it long-overdue for us to grasp the handle 
of determination; to sweep out the impression that the 
bankers of America represent just another self-seeking 
tax-pressure group; to develop procedures certain of 
achieving Congressional recognition that what we seek 
is in the best interests of the people and the nation? 
Where do we stand? Where are we going? The rising 
band of hope is in this room: You, The Independent 
Bankers Association of America. 


New York Branch Bill 


I would like to tell you something about New York’s 
banking dilemma, which has been aggravated by the re- 
cent Omnibus Bank Bill. Commenting on the Bill, the 
national publication, BANKERS MONTHLY, had this 
to say: 

“Whatever the future course of bank expansion, New 

York’s new law appears certain to become one of the 

most important pieces of financial legislation in U.S. 

history.” 

This is like basing the nation’s space program on speci- 
fications for Roman chariots: The so-called Omnibus 
Bank Bill is a bad bill. It was vigorously opposed by the 
vast majority of commercial banks throughout New York 
State. However, this did not include almost all of the 
New York City banks, who were for the bill, and who 
sided with the savings banks. 

Now I don’t want to get into the details of how this 
bill was actually passed. Of course, you’ve read some of 
the comments which appeared in the newspapers. One 
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paper carried a statement calling the bill’s passage “the 
biggest haul in banking since the Brink’s robbery.” 
Another paper said the question of millions of dollars 
in State aid to New York City depended on the state ad- 
ministration getting the votes of legislators from New 
York City for the bill. Still another paper referred to a 
“deal,” whereby a state investigation of the New York 
City government, which had already turned up several 
scandals, would be sidetracked, also in return for New 
York City legislators’ votes for the Omnibus Bill. 

The bill was conceded as dead even by the banking 
committee chairman. But it was suddenly revived at the 
last minute and rushed through for the reasons previously 
given, as reported in the newspapers. 

Suffice to say, all of these reports cloak the New York 
State Omnibus Bank Bill in a dark cloud unbecoming to 
legislation of national importance. And this legislation, 
passed under these shameful conditions, is the legislation 
some people have termed “model banking legislation” ; 
legislation good for other states to copy; legislation to 
be copied by the legislation of the states you come from. 


Battle Lost, War Won 


Where do we in New York now stand on the Omnibus 
Bill? It might be appropriate to say, “battle lost—war 
won.” 

On May 5, 1960 our bank, Franklin National, an- 
nounced its conclusion that the New York Omnibus Bank 
Bill is bad, unconstitutional and illegal; and therefore, 
it is null, void and of no effect. We are confident that the 
courts will sustain this assertion. 

Aside from the ultimate disposition of this matter in 
the courts, a distant observation of the New York field 
of battle in banking, at this time, presents a picture to 
which no artist of statesmanship would likely point with 
pride. 

The giant commercial banks of New York City seem to 
have gotten themselves into a fix of immense proportions: 
they have fought a battle which offers spoils only to their 
ill-chosen allies, the savings banks. They witness the 
stock of suburban banks they had marked for merger 
becoming priced out of their market. They sadly view the 
sparseness of potentially profitable new branch locations. 
They contemplate their plight under the new Federal Bank 
Merger Law. They face loss of respect from upstate banks, 
smarting at being deserted by their big New York City 
correspondents who favored the savings banks. They have 
engendered disappointment among banks throughout the 
United States for supporting further expansion of tax- 
sheltered mutual type institutions; and for foisting upon 
the legislatures of other states the national implications 
of a bad banking measure in New York. Yes, the lot of 
the giant commercial banks today reveals little cause for 
rejoicing on their part. 

Plight of New York City Commercials 

Let us consider further the plight the New York City 
comercial banks have brought upon themselves by joining 
up with the savings banks. 

In 1940, New York City savings banks and savings 
and loan associations held deposits equal to 30 per cent 
of the total deposits of all commercial banks in New York 


City. These commercial bank deposits include U. S. 
government deposits, foreign government deposits, cor- 
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respondent bank deposits, deposits of huge corporations 
from all over the United States—all of their demand and 
savings deposits. In 1950, the percentage increased to 
40 per cent and in 1960, it became over 50 per cent. 
Where will this percentage rise to in 1970? Will it be 60 
per cent? Or will the deposits held by mutual type in- 
stitutions be closer to 70 per cent of the total deposits of 
the New York City commercial banks? 

These percentages are the same for New York State 
and also hold true for the nation as a whole. 

As the mutual savings banks have grown in size they 
have demanded and obtained legislative approval to offer 
some types of commercial bank services. They are now 
suggesting permission to have instalment loans and check- 
ing accounts. They are determined to seek Federal 
charters to establish mutual savings banks in all 50 states. 
And they want to purchase stock in New York City com- 
mercial banks, thereby making the New York City com- 
mercial banks their captives. 

Whatever deposits the New York City commercial 
banks hoped to gain by opening suburban branches or by 
merging suburban banks, they would lose more deposits 
to savings banks and savings and loan associations than 
they would hope to gain: The net result would be a net 
loss. 

Ironically, the big New York City commercial banks 
will be spared some of these troubles when the Omnibus 
Bank Bill is held unconstitutional and illegal by the 
courts. 


Mutuals Malign American Way 


Industrialist Harvey Firestone said: 

“The great source of America’s strength is our sys- 

tem of competitive free enterprise. We know, but so 

do our enemies. Those who seek to destroy our power 
and our prosperity are concentrating their attacks 
on this keystone of our success. They know that if 

it collapses, the entire structure will fall.” 

A river of deposits is flowing out of commercial banks 
into socialized type mutual institutions, through unfair 
and unequal taxation. Unless it is curbed, the nation may 
very well end up with a socialized type banking system. 
And if the nation’s banking structure loses its stock- 
holder-owned character, other industries are bound to 
follow: railroads, steel, coal and oil. 

On the question of stockholder ownership the mutual 
savings banks have taken great pride in maligning our 
American system of stockholder ownership. Last year 
they published a series of ads mocking the stockholder 
concept that has made America a great nation. One ad 
showed a black cat peeking from behind a milk bottle. The 
ad read: “Who skims off the cream at a savings bank?” 
The reference is of course to stockholders. 

Another ad in this unpatriotic series shows rows of 
empty seats, captioned: “That’s right, no stockholders.” 
Well, I might comment, there are no stockholders behind 
the Iron Curtain either! 

As Edgar Eisenhower, attorney brother of the presi- 
dent puts it: “We are headed toward socialism. Fuzzy 
thinkers have pulled their welfare wool over our eyes.” 

Perhaps the fuzzy thinking savings banks responsible 
for those ads mocking stockholders should visit behind 
the Iron Curtain and see how they like the total concept 
of no stockholders. And the big New York City commer- 
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cial banks have allied themselves with these institutions 
that make a mockery of them as stockholder-owned banks 
and may ultimately destroy them. 


Responsibility to Stockholders 


In our commercial banks the stockholders are the 
people we work for. They are our bosses. We have a re- 
sponsibility to operate our banks in their best interests. 
So when commercial bank officers ally themselves with 
mutual institutions which are detrimental to the best in- 
terests of shareholders, they could be guilty of negligence 
of corporate responsibility. It would not surprise me if 
this question comes up at future shareholder meetings of 
commercial banks. 


Big Banks Must Stand and Be Counted 


In the campaign to achieve tax-equality the big banks 
of the nation seem to prefer the role of Nero who fiddled 
while Rome burned. 

It has been said that if the one-hundred biggest banks 
in America each assigned a top executive to achieving tax- 
equality, by calling on those Congressmen and govern- 
ment officials who influence tax legislation, a major step 
forward would be realized in our goal for tax-equality. 

Many of these big banks fear the loss of a few millions 
in the deposits of savings banks and savings and loan as- 
sociations. This loss is small in contrast to the hundreds 
of millions they are now losing in individual savings de- 
posits. Furthermore, the loss in the deposits of mutual 
type institutions is a one-time loss, while the loss in the 
deposits of individuals is a pernicious, cumulative, and 
ever-mounting drain. If this drain continues, mutual-type 
institutions will become bigger than stockholder-owned 
commercial banks, and they will take over the banking 
system of the country. Therefore, is it not better for the big 
commercial banks to stand up now and be counted—as 
defenders of commercial banking—rather than lay down 
and be trampled upon later? 


Big Bank Help Needed 


This program needs the support of the big banks. Aside 
from helping their fellow commercial banks, it is, their 
corporate duty to their shareholders to protect the re- 
sources of their institutions against liquidation. If they 
do not, they may logically be charged with neglect. 





“Tut tut boy, I want you to fill my shoes someday.” 
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Every big bank should discuss the need for tax-equality 
at its next annual meeting of shareholders. I am positive 
that by then many questions on the subject will be asked. 

Our duty as tax-paying commercial banks is to expect 
the support of the banks in which we maintain corres- 
pondent account balances. We should refuse to do busi- 
ness with any bank that lacks the courage to support the 
fight for tax equality. If the correspondent bank feels it 
cannot render its support because of the deposits of mu- 
tuals, then we should do business with some other bank 
that will support our position. 

The big commercial banks that have lost the respect 
of the smaller commercial banks which have been car- 
rying the full burden of the tax-equality campaign, should 
take a lesson from the case of ABA. 

Prior to the ABA Chicago convention of 1958, ABA 
straddled issues and was all things to all people, because 
of mutual savings bank membership in ABA. After the 
convention, when ABA accepted the mandate of its com- 
mercial bank membership to get on the bankwagon for 
tax-equality, and most savings banks withdrew from ABA, 
the organization ceased straddling issues. Its officers were 
freed of carrying water on both shoulders, and were in a 
position to do a real job. Much of the credit for ABA’s 
transformation is due to members of The Independent 
Bankers Association for their support at Chicago. The 
ABA should be ever grateful for the leadership demon- 
strated by its independent bank members. 

Once the big commercial banks stand up against the 
system that would destroy them, once they rid themselves 
of the yoke that holds them, and once they realize their 
first responsibility is to their shareholders, then, like 
ABA, they will become a constructive force, a partner in 
the vital campaign for tax-equality. 


Bankers Committee for Tax Equality 


Another group that may be described as the “dean” of 
the crusade for tax-equality is the Bankers Committee for 
Tax Equality. This group has pioneered the movement 
through the years, often standing alone. As a result, it has 
developed more Washington know-how on the subject of 
tax-equality than any other comparable organization. It 
deserves our unstinting financial support. 

Another group, the newly-organized Bankers Congres- 
sional Committee, accepts personal contributions to help 
congressmen who help us. This is the organization on 
which you were contacted recently by former ABA Presi- 
dent Lee Miller. I join him in urging your personal finan- 
cial support of this Committee. 


A Spark of Fear 


Commercial banking has been awakened by a spark of 
fear. This spark has fired an awareness among big com- 
mercial banks that they are being destroyed. They are ris- 
ing up to join the movement to overthrow the forces that 
threaten our stockholder system of banking. 

In conclusion, we must always remember that to do 
anything in this world worth doing we must not stand 
shivering on the brink, and thinking of the cold and the 
danger, but jump in and do earnestly whatever must be 
done. The world was not made for slow, squeamish, fas- 
tidious men, but for those who act promptly and with 
power: bankers with independence! 

END 
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One of the manufacturers of bank 
bookkeeping equipment was enter- 
taining the bankers from three coun- 
ties at a demonstration. The Old Man 
and I met on the elevator going up. 

“T want to see you,” he said to me 
over someone’s shoulder. 

Leaving the elevator, we fell in to- 
gether. I could see he had something 
he wanted to talk about. 

“Did you see the press account of 
the lady advocating state-wide branch 
banking?” he asked. 

“Yes, I saw it.” 

“What did you think about it?” 


“The same thing I have always 
thought. My philosophy about these 
people has never changed.” 


“What do you mean, ‘philosophy 
about these people’?” 

“I simply mean that these people 
never sleep, never give up, never give 
quarter, never relent. They are al- 
ways pressing and pressing all ways 
for monopoly banking. Their strength 
lies somewhat in the gullibility of the 
people, but it lies, also, in the area of 
complacency on the part of unit bank- 
ers.” 

“IT see what you mean when you 
say they never give up. I thought 
they were whipped in New York 
State, but they weren’t. They closed 
ranks and won in the last few hours.” 

“Yes. I don’t mean to imply that 
the unit bankers of New York State 
were entirely apathetic or complacent. 
They put up a good fight. The really 
sad thing about New York State was 
that some few key unit bankers 
started to fight too late. Their eyes 
finally got opened. Their efforts for 
the preservation of independent bank- 
ing would have been much more ef- 
fective, though, if they had enlisted 
years ago.” 

“You mean something like Mis- 
souri and Illinois?” 


“They are good examples. The peo- 
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ple of Missouri recognized the mon- 
ster while he was a pup.” 

“As I recall it, the lady said that 
the people would demand state-wide 
branch banking. They had a chance 
in Missouri and didn’t demand it. 
Do you think the lady was deliberat- 
ely planted on the program?”, he 
asked. 

“Well, at least, it was opportune. 
Engineers are not put on programs 
to talk about religion. Economists are 
not put down for humorous remarks. 
Being the daughter of the father of 
West Coast state-wide branch bank- 
ing, she could reasonably be expected 
to make some remarks advocating 
and praising the system her parent 
fathered. Even a stupid person would 
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not expect her to say anything in fa- 
vor of independent banking.” 

“I can understand that. It is a 
reasonable calculation that she would 
aid and abet the cause which her fa- 
ther so successfully promoted.” 

“Unit bankers can’t win every 
time. When they doze, they lose. 
Their opponents have no feeling 
about playing fair, no idea of live 
and let live. This was proved in the 
Oregon situation.” 

“What happened in Oregon?” he 
inquired quickly. 

“Just what you would expect from 
monopoly-minded people. They ex- 
posed their hand to full view in Ore- 
gon, but I'll have to tell you about 
that later. The demonstration is start- 


ing.” END 





Bank Branching 
Expanding, FDIC 


Says in Report 
470 New Branches in 1959 


American Banker 


The Nation’s banks are going in 
for branch banking in a big way. 
Chairman Jesse P. Wolcott, of the 
Federal Deposit Insurance Corp., said 
that “during the last six months of 
1959, there was a 2.2 per cent in- 
crease in the number of insured bank- 
ing offices.” 

Chairman Wolcott in a report on 
insured banks said that at the end of 
last year 95.6 per cent of all banks 
in the United States were insured, 
with 13,382 insured banks and 10,053 
branches, giving the United States 
“an unprecedented total of 23,435 in- 
sured banking offices.” 

The number of insured banks in- 
creased by 29 and the number of 
branches by 470 during the last half 
of 1959. During the same period 58 


new insured banks began operation 
and 48 previously operating banks 
became insured. 

This gain of 106 was reduced, 
Chairman Wolcott said, “by the ab- 
sorption or merger of 76 banks and 
by one suspension. Most of the ab- 
sorbed banks were converted into in- 
sured branches.” 

There were 372 newly insured 
branches opened and 42 previously 
non-insured branches were insured 
during the latter half of 1959. 

At the close of the year the corpor- 
ation had completed ten years of op- 
eration. Its assets now total $2,197.5 
million. These consist almost entirely 
of U. S. Government securities and 
accrued interest thereon. 

During the last six months of 1959 
the deposit insurance fund was aug- 
mented by $62.6 million of net in- 
come and $0.5 million of adjustments 
applicable to prior periods. Net in- 
come consisted of insurance assess- 
ments of $39.1 million and invest- 
ment income of $29.8 million. Oper- 
ating expenses and provision for 
losses aggregated $6.3 million. 
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THE EDITOR 


IT PLEASES Us that we are still receiving favorable 
comments about the Denver Convention of The Inde- 
pendent Bankers Association, held at 
the new Hilton Hotel there May 22 
to 26. It is generally conceded that 
one is more likely to hear critical 
comments than those in a favorable 
vein, but we doubt this applies to 
conventions. Our experience has been 
that the people who attend the IBA 
conventions are in an expansive and 
generous mood, quick to praise and 

MR. BELL slow to criticize. This attitude, of 
course, eases the task of association officers and staff 
people who labor diligently at conventions to insure that 
everything runs smoothly. 

Recently we asked the secretary of a state association 
how his convention had gone. His comment: “We had 
the usual number of minor catastrophes but managed to 
avoid a major one.” Well said, in our opinion. 

Our biggest sweat at Denver occurred on Tuesday, 
May 24, when the conventioners took trips to Central 
City and Estes Park. Among other things, the difficulties 
encountered in getting the people aboard buses that day 
pointed up the necessity for tight and efficient communi- 
cations in any venture. 

After we had made arrangements with the Colorado 
Transportation Company for the buses to transport sev- 
eral hundred people on the two tours, we asked the sales 
manager of the hotel, “Where do tour buses load?” His 
answer was “At the Court Place entrance.” That’s the 
main entry to the hotel. 

Accordingly, all the information put out was 
that buses would load at this entrance. It was our 
mistake that we never verified this with the bus 
company, for on the day of the tours the company 
said that loading was to be via the taxi lobby, an 
underground entrance where vehicles discharge 
and take on passengers. 

The bus company planned to load the Central City 
buses first, then bring on the Estes Park buses. With 
hundreds of people crowded into the taxi lobby awaiting 
the buses, which were late in arriving, it soon became 
evident that it would be impossible to separate the Central 
City from the Estes Park passengers. At this point, the 
bus company decided to load Estes Park passengers at 
the Court Place entrance; Central City passengers in 
the covered taxi lobby. 

This belated decision sent a stream of people walking 
from the crowded taxi lobby on one side of the hotel to 
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the Court Place entrance on the other. Most people seemed 
to retain their good humor, despite the confusion and 
delay. 

After all the buses had been loaded and we were stand- 
ing, limply, in the lobby, the dispatcher for the company, 
an extremely personable young man, stopped at our side 
and said, “We’re embarrassed and apologetic that we had 
to learn the hard way with your people how to load a big 
group from this hotel.” 

Tuesday’s pioneering was Thursday’s blessing, for the 
loading of buses on that day was accomplished with 
great efficiency. 

The IBA convention was the biggest yet handled by 
the hotel, which was opened only about a month and a 
half before our group arrived. The Denver Hilton did 
extraordinarily well, especially so in view of the fact of 
the relatively inexperience of its staff. 


* Kk * 
PLANNED ECONOMY 


My budget is so shrewdly planned 
It simply can’t get out of hand; 
When household money is all gone 
I pay by check; if overdrawn, 

It seems to me appropriate 

To utilize my charge-a-plate. 

And then, if times get really hard— 
I’ve always got my credit card! 


—Everett Scrogin 


* 3 * 


RECENTLY we got ourselves re-instated on the mailing 
list of the newsletter prepared for officers and directors of 
The American National Bank and Trust Company of Chi- 
cago by James H. Clarke, vice president. We like his style. 
Obviously, Mr. Clarke is a voracious reader and careful 
listener, for there is evidence of both these traits in each 
newsletter. 

Recently, Mr. Clarke mentioned that he commutes about 
50 miles each day on the Chicago and North Western Rail- 
road and enjoys it. He commented, “Fellow bankers who 
drop into our offices when visiting Chicago tell us they 
live only a six minute walk from their bank—but that 
would not do at all for us; when would we get our papers 
read, when would we learn the many things in daily his- 
tory that only the press can supply? 

“So we enjoy our commuting, enjoy all the jokes about 
it, crab about the times we are late, cuss when our fares 
are raised—but when all is said and done, even if it was 
a poor ride, it would be better than a good walk and gets 
even better as each day makes us older.” 

Well, every man to his own taste,_but we loathe 
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commuting. Used to do it in the New York City 
area and our outstanding memory is the numbing 
fatigue following the brisk gallop to the train at 
the end of a tough day, plus the crowding and dis- 
comfort that was a daily experience. 

Once while working in New York we went to New 
Haven, Connecticut, to spend a weekend with a friend. 
On the train, talked to a few people who commuted daily 
between New York and New Haven which is about a two 
hour ride, give or take 10 minutes, depending on which 
train you catch. Perhaps there are tougher commuting 
schedules, but that one is grim enough for us. 

We prefer a walk to the office as a time for introspection 
and prefer to read, without the jiggling that goes with a 
train ride, either at our desk or at home. 


G MJ ab 
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FICKLE LOVER 


I don’t want to remember 

The things you don’t want to forget. 
I don’t want to remember 

The thrill of the night we first met. 


I don’t want to remember 

The whisper that came to my ear, 

I don’t want to remember 

The phrase, “How I love you, my dear.’ 


+] 


I don’t want to remember 

The fun and the laughter we shared. 

I don’t want to remember 

The sigh, as you murmured you cared. 


I don’t want to remember 

The joy of our very first kiss; 

I don’t want to remember 

The ectasy, rapture . . . the bliss. 


I don’t want to remember 

Details of our gay, merry whirl. 

I don’t want to renember— 

‘Cause I’ve got me a brand new girl! 


* K * 


WITHOUT SUCCESS,. we tried not to hark back to the 
grim old days when we read a recent release from the 
University of Michigan News Service on salaries, jobs 
and the demand for June college graduates. 

The job market for graduates is better than it was a 
year ago, it was reported, and there is no stressed demand 
for specialists in general business. Instead, “companies 
are looking for the broadly educated individual who has 
potential for administrative or executive posts.” 

Bachelor and master salaries range this year from 
$375 to $500 and $435 to $525 a month, respectively. 
Those having a doctor’s degree will get starting salaries 
of $487 to $730 a month. Greatest demand is for elec- 
tronic engineers whose salaries average $547 a month. 

When we finished college in the latter days of 
the depression, it sometimes was possible, by dint 
of extreme effort, to snare a job paying $15 a 
week. That was the salary on our first job. On the 
second one we had, the pay was $20 a week (better 
days) and in 1940 we snared a real plum, $75 a 
month and an automobile. 

We were visiting a few weeks ago with a friend who 


July 1960 


publishes a semi-weekly newspaper in the Midwest, the 
same paper where we held that wonderful job starting 
at $75 a month, plus car. Our publisher friend recalled 
those days to us as he mentioned he had just hired a 
young college graduate, completely lacking in experience, 
for $85 a week. 
* kk * 
HAPPY ELECTION YEAR 

You probably have read and heard a number of ir- 
reverent jokes going the rounds about the presidential 
candidates. Here’s our favorite: 

After a speech by Vice President Nixon, a little old 
lady approached him and said, “Js it true, Mr. Nixon, that 
you were born in a little log cabin?” 

Nixon: “No, madam, that is not correct. Possibly you 
are thinking of Abraham Lincoln. I was born in a 
manger.” 

* Oh * 

HOW BIG must a community be to support a bank? 

Though there have been attempts in the past to set an 
arbitrary figure in answer to that question, the popula- 
tion and wealth of the surrounding countryside are the 
determining factors. 

We thought about this question of chronic interest in 
banking circles one day recently when we stopped in 
Braham, Minnesota, for the opening of the new First 
National Bank building there. In this community, with 
a population of 900, the Olson family (Oscar A., Sr., 
chairman; Oscar A., Jr., president and George A., vice 
president) form the nucleus of an efficient 12-member 
staff in a bank having resources of more than $4,300,000. 

We know of profitable banks in communities much 
smaller than Braham, but were impressed by the fine 
new facilities of the bank there. Distributed at the open- 
ing was a brochure, prepared and printed by the bank, on 
“Braham and Community.” It presented a good picture 
of the town and listed business opportunities available 
there. 

* Bx 
ADHESIVE NEEDED 
The banks that use magnetic ink 
Save lots of money; so, I think 
That since, with me, cash briefly lingers— 
I'll rub some on my purse and fingers! 


* oh # 

BRIEFLY, here is a comparison to show that small busi- 
ness continues to lose out and its problems continue to 
multiply. 

A new study of food retailing by the Federal Trade 
Commission shows that independent retailers, who had 
58 per cent of total sales in 1948, had only 25 per cent in 
1958. 

Corporate chains with 11 or more stores increased 
their share of food sales from 29 per cent in 1948 to 44 
per cent in 1958. One-fifth of the gain resulted from ac- 
quisitions of country stores, three-fifths from opening 
new stores. 

Perhaps, the pendulum is starting to swing the other 
way, however. We noted a recent story in The Wall Street 
Journal to the effect that food chains had braked expan- 
sion and in some cases were even beginning to dispose of 
outlets. 
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G. Russell Clark Discusses 
How New York State 
Is Going To Administer 





BY JAY STANLEY 


The New Banking Law 


New York State’s Omnibus banking 
bill, passed during the 1960 session 
of the Legislature, went into effect 
July 1. 

The law, enacted with the blessing 
of Governor Nelson Rockefeller and 
supported by his administration, was 
the result of last-minute trades and 
political concessions by Governor 
Rockefeller and New York City Dem- 
ocrats. Previously, it had been con- 
ceded little chance of passage, even 
by Senator John H. Cooke who had 
written it. 


Heavy Opposition 


The Omnibus bill was opposed al- 
most unanimously by independent 
banks in the Empire State. The, In- 
dependent Bankers Association, the 
New York State Bankers Association 
and the Nassau County Clearing 
House Association also opposed the 
bill which was favored by the large 
New York City banks. 

Foes of the bill felt (and _ still 
feel) the existence of unit banking 
in New York State was severely en- 
dangered by the bill. Small commer- 
cial banks, they say, will suffer enor- 
mously because of attractive merger 
conditions for small bank stockhold- 
ers, the formation of statewide bank 
holding companies, and branching by 
New York City banks and mutuals 
which can drain deposits through 
higher rates made possible through 
their relative freedom from Federal 
income tax. 

Advocates of the bill said greater 
expansion was necessary if New 





Mr. Stanley, here writing under a 
nom de plume, is the political editor 
of a New York State daily newspaper. 
He was in Albany during the 1960 
Legislative session, and followed 
banking legislation probably more 
closely than any other reporter on 
the scene. 
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York State were to maintain its posi- 
tion of economic pre-eminence, and 
charged that lack of adequate bank- 
ing facilities in some areas had led 
to monopolistic conditions. 


A Spokesman 


G. Russell Clark, superintendent 
of banks, was one of the staunchest 
of these advocates. On numerous oc- 
casions, he spoke before different 
banking groups, urging support for 
the Omnibus bill. When the bill was 
passed, he hailed it as a step toward 
progress. 

Mr. Clark says he feels the new law 
“will be setting the pattern for the 
economic growth of the state.” 

In a recent interview, Mr. Clark 
reafirmed his earlier position that 
the State Banking Department would 
allow no stampede to the suburbs. 

Mr. Clark’s office is on the 11th 
floor of a new building at 100 
Church Street. His quarters, a large 
modernistic office overlooking the 
docks on Manhattan’s lower west 
side, are much better than those of 
most state departments. 

A tall and rangy individual, Mr. 


Clark is, interestingly, a Lincoln 
scholar. His physical resemblance to 
the Illinois rail-splitter ends there, 
though. The banking superintendent 
has a mature handsomeness and is 
erudite and polished. 


In No Camp 


At one time during the past two 
Legislative sessions when the Omni- 
bus bill was an issue, THE INDE- 
PENDENT BANKER characterized 
Mr. Clark as “a Wall Street banker.” 

This he takes exception to, and 
says he has “a flexibility of mind” 
which does not tie him to any one 
type of banking institution. He of- 
fers by way of supporting evidence 
the fact he was executive director of 
the American Bankers Association 
for a number of years, and that nine 
out of ten of the ABA’s members are 
small banks. 

He insists the new banking law will 
not be used as a cudgel against small 
banks, and that there will be no 
stampede to the particularly lucra- 
tive areas immediately outside New 
York City. 


The eight major provisions of the 
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new law are such, though, that many 
of the large banks would like to see 
a stampede: These provisions are: 

@ An end to the freeze on bank 
holding company expansion, and 
permission to form statewide hold- 
ing companies. Holding companies 
are prohibited, however, from own- 
ing or acquiring 25 per cent or more 
of the stock of two or more banking 
institutions if these institutions are 
located in different banking districts 
without prior approval of three- 
fifths of the banking board. 

@ Commercial banks in New York 
City are permitted to branch into 
Nassau and Westchester Counties and 
banks in those counties are permitted 
to branch into New York City. No 
New York City bank, however, may 
establish a branch in any ‘town in 
these counties if the principal office 
of a national or state bank is located 
there, unless such a bank is a sub- 
sidiary of a bank holding company. 

@ Savings banks in towns of less 
than 30,000 still have no branch priv- 
ileges. Those in cities of 30,000 to 
100,000 have been given no addition- 
al branch privileges. Those in cities 
between 100,000 and 200,000 may 
have one additional branch within 
five miles of the city limits, and 
those in cities of 200,000 to a million 
may have three branches, one of 
which is within five miles of the city 
limits. 

Savings banks located in New York 
City are permitted to branch into 
Nassau and Westchester Counties, 
and savings banks located in those 
counties are permitted two addition- 
al branches, one of which may be 
located in the county where their 
principal office is or in New York 
City. Savings banks cannot branch 
outside the county where their prin- 
cipal office is located, however, nor 
can they branch in a town where a 
state or national bank has its princi- 
pal office unless that office is a bank 
holding company subsidiary or the 
subsidiary of another savings bank. 

@ Industrial banks in New York 
City may have two branches in Nas- 
sau or Westchester Counties, but the 
same principal office restrictions are 
applied here also. 

@ Savings and loan associations in 
towns of less than 20,000 are per- 
mitted one branch not more than 50 
miles from the principal office. Those 
in towns of more than 20,000 will 
continue to be permitted to have one 
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branch within 50 miles. Those in 
cities of 30,000 to 200,000 may have 
one additional branch anywhere in 
the city. Those in cites between 200,- 
000 and a million may have two ad- 
ditional branches, and those in New 
York City may have three branch 
offices. Principal office restrictions 
are again applied, though statewide 
in this instance. 

@ Mergers are permitted between 
New York City and Nassau or West- 
chester County commercial bank and 
vice-versa. Any branch acquired 
through a merger must be disposed 
of within five years, however, if it is 
not located in Nassau or Westchester 
Counties. 

@ Purchases of assets are now 
subject to approval of the superin- 
tendent of banks. Such purchase 
must also be approved by stockhold- 
ers of the selling corporation, and by 
stockholders of the acquiring cor- 
poration if the assets of the sellers 


exceed 10 per cent of the assets of 
the buyer. 

@ Merger criteria to be followed 
by the superintendent of banks in 
approving or disapproving a merger 
or purchase of assets are specified in 
the law, and are the same as the 
State Banking Board uses in approv- 
ing or disapproving the formation 
and expansion of holding companies. 


Thorough Consideration 


Under Mr. Clark’s ruling, no appli- 
cations under the new law were ac- 
cepted until July 1, and he said the 
Banking Department will not act on 
the applications until giving them 
thorough consideration. Applications 
will not be considered on the order 
of their arrival, and the Banking De- 
partment apparently will proceed 
with caution in gaining its initial 
experiences with the new law. 

Another thing which will likely 
influence the speed with which the 








( For several years banks have been 

utilizing account numbers in con- 
nection with semi-automated book- 
keeping systems. These numbers, 
for the most part, have appeared 
along the bottom edge of the check 
and were printed with various 
type styles, such as Gothic, Roman, 
Futura, or whatever other legible 
styles printers happened to carry in 
their typecasting machines. All of 
these styles were easy to read 
because, to the human eye, a six is a 
six regardless of its size or shape. 


Now comes Magnetic Ink Charac- 
ter Recognition, anda large number 
of banks have already instructed us 
to encode the routing symbol- 
transit number in the transit field. 
This encoding requires a special 
type style known as E-13B, since it 
is the only style that can be read by 
electronic machines. Therefore it 
has to be used in the transit field, 
which makes it necessary that we 
use it also for account numbers in 
the “on-us” field else interference 
will be set up that might affect 
accurate machine performance. 


Some banks have asked us to con- 
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tinue to use our Futura style type 
for account numbers even though 
we are to encode the transit field 
with E-13B type, because they feel 
it is easier to read. Unfortunately, 
if we did this we would be violat- 
ing the specifications governing 
encoded checks, unless, of course, 
we could print in non-magnetic 
ink. This becomes more difficult 
as time goes on, and in fact with- 
in a few weeks all of our presses 
will be carrying nothing but 
magnetic ink. 


Actually, the new E-13B type is 
just as easy to read as any other 
style. It is simply a shape that looks 
strange at first, but in no time at all 
bookkeepers become accustomed 
to it and can read it as readily and 
as quickly as any other style of type. 
We recently polled our teletypists, 
aie and inspectors, and 
‘ound a unanimity of opinion in 
support of this view. So, if you 
plan to encode your checks in the 
near future—and we hope you do 
—please instruct us to use the 
approved style of type for account 
numbers as well as for the routing 
symbol-transit number. 
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applications are considered is that 
Mr. Clark is now on a European 
trip for six or eight weeks. 

While in Europe, he will interview 
bankers to study their operations 
and financial systems, culling them 
for new ideas and outlooks. 

A number of criteria to be consid- 
ered by the Banking Department in 
applying the new law in regard to 
branching were listed by Mr. Clark. 

Study and investigation before any 
bank expansion would be considered 
about the following, he said: 

@ An area’s population, and its 
potential for growth or decline. Sim- 
ilarly, the area’s business status and 
its future outlook, with clues taken 
from the amount of construction un- 
derway and other statistical patterns. 
The Banking Department, Mr. Clark 
said, has “a massive research bu- 
reau.” 

@ Competitive effect, both in 
terms of not allowing destructive 
competition and in terms of increas- 
ing competition to prevent monopoly. 

@ Geographical spacing of insti- 
tutions, which would differ with ur- 
ban, suburban or rural areas. 

@ The bank’s management, its 
financial ability, its deposit projec- 
tions, the cost of the proposed in- 
stallation, and the length of time be- 
fore it can be self-sustaining. “A 
bank will have to prove there is ‘a 
market’ for a branch before we will 
approve a branch,” he said. 

Population growth requires bank- 
ing expansion, he said, explaining he 
felt that the general exodus to the 
suburbs since the end of World War 
II had left many areas with a serious 
lack of banking facilities. 


‘Banking Must Follow’ 


“Where business goes, banking 
must also be flexible enough to fol- 
low,” he said. Mr. Clark qualified his 
dictum, however, by adding he wants 
“to make sure no branch gives in- 
jurious competition to an existing 
bank.” The home-office protection 
clauses of the banking law offer this 
protection, he says. 

A shopping center can serve as “a 
focal point” of a new trade area, he 
explains, and that an area with a 
population of 25,000 or more can 
support a savings bank and one with 
8,000 can support a commercial bank. 

Thus, using this yardstick, a town 
of 25,000 people could have one sav- 
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ings bank and three commercial 
banks. 

If a town has no bank, he feels the 
first bank to come in should be a 
commercial bank. 


Mergers Likely 


As to the small banks being wiped 
out by the merger route, Mr. Clark 
agrees that attractive prices will 
tempt small bank stockholders. In- 
deed, most bank stocks in the affected 
areas jumped immediately after pas- 
sage of the Omnibus bill. 

“But,” he says, “nobody compels 
the independent banks to sell.” He 
admits the new bill will likely open 
the door to mergers, but that inde- 
pendent banks “have to accept some 
of the blame.” 

“There are cases in which the bank 
is not aggressive, not in tune with 
the times. What good is a bank to 
the community if it is not providing 
the necessary services?” he asks. 

In these cases, he feels mergers 
are justifiable, but that he will draw 
fire from the bank officers who may 
lose their jobs when their bank 
comes under a new management. 

As far as Long Island was con- 
cerned (in the events that led up to 
enactment of the banking law), Mr. 
Clark reiterated: “Two banks control 
a high proportion of the deposits on 
Long Island,” and he thinks this 
tends toward monopoly. 

The banks he refers to are, of 
course, The Meadow Brook National 
Bank of Nassau County in Fast 
Meadow, Long Island, and The 
Franklin National Bank of Franklin 
Square, Long Island. 

Despite all the protests to the con- 
trary, Mr. Clark believes some items 
these two banks were charging for 
were higher than the New York City 
banks’ service rates. 

Arthur T. Roth, board chairman 
of The Franklin National, has been 
vigorous in denying this. Mr. Roth 
makes the counterclaims that the 
charges are in line with other banks, 
and that the accusation was a straw 
grasped at in order to achieve pas- 
sage of the Omnibus bill. He further 
contends the new law is illegal and 
unconstitutional, and that it was 
sought by New York City banks with 


monopolistic intentions. 


Coordination Sought 


When being interviewed, Mr. Clark 
said one of the things causing him 





concern was how Ray M. Gidney, the 
U.S. Comptroller of the Currency, 
will look upon branch applications 
from national banks. 


The national banks must apply 
first to Mr. Gidney for branching 
permission before proceeding with 
state authorities. 


Mr. Clark foresaw that if the 
Comptroller opened the gates too 
wide for branching, merging or 
holding company formation, there 
could be a conflict arising. He said 
he intends to discuss this mutual 
problem with Mr. Gidney. 


The Money Capital 


One of the things Mr. Clark wants 
is that New York remain the money 
capital of the world. Out-of-state and 
foreign competition were definite 
competitive factors in the mergers 
which brought about the formation 
of giants such as the Chemical Bank 
New York Trust Company and the 
Morgan Guaranty Trust Company, 
in his analysis. 

World War II, he said, had caused 
an industrial decentralization away 
from the East because of govern- 
ment promises of fast tax write-offs 
for companies agreeing to move 
West. 

When the companies moved, so 
did a great deal of their banking 
business. 

This created a credit and capital 
vacuum, and problems arose when 
there was a resurgence in the East. 
“American industry,” Mr. Clark said, 
“has grown at such a rapid pace 
economically and financially that 
banks are hard put to keep up with 
its demands.” 

He indicated the large mergers 
had helped New York City banks 
meet out-of-state competition —be- 
cause of their strengthened corporate 
trust and foreign departments. 

Mr. Clark declined giving a defini- 
tion of what competition was in the 
public interest and what competition 
was unsound and destructive. These, 
he said, hinged on a whole variety 
of factors, with no hard and fast 
rule to be drawn easily. 

The judgments which go into the 
approval of new branches, holding 
companies or mergers are going to 
be akin to the judgments which make 
horse races, he indicated, in that per- 
formance will be the only real test. 
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POSITIVE 
APPROACH 
TO 
ECONOMIC 
GROWTH 


The U. S. Economy in 1960 is oper- 
ating well below its potential. We are 
under-utilizing our productive capa- 
city, under-investing in human be- 
ings, and under-nourishing our public 
services, especially at the state and 
local level. Economic growth is lag- 
ging. 

True, 1960 will be remembered as 
the year that brought “trillion” into 
our economic vocabulary. The U. S. 
has just crossed the threshold into 
the half-trillion dollar economy: we 
are producing over $500 billion of 
goods and services annually. Yet, we 
are operating with far more economic 
slack than we should tolerate in a 
period of sharp challenge to our way 
of life and our world leadership. 


Slack-filled Prosperity 


Over 5 per cent of our labor force 
— 3.7 million people — are unem- 
ployed. The average work week of 
those who are employed has been 
shrinking—to 39.4 hours (in manu- 
facturing) in April. Steel operations 
are down to 71 per cent of capacity. 
Excess capacity plagues us in oil, cop- 
per, aluminum, and cement. We are 
turning out 6.2 million autos instead 





This article is excerpted from a 
speech made by Dr. Heller at the 
IBA convention in Denver. Dr. 
Heller is chairman of the department 
of economics in the University of 
Minnesota’s School of Business 
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of the 9 or 10 million we could easily 
produce. Home-building is 15 to 20 
per cent below a year ago. Many 
household appliances are a glut on the 
market. It adds up to slack-filled 
prosperity. 

Most industries today have both 
the facilities and the desire to pro- 
duce well above current levels of out- 
put. But they lack the markets. So we 
are deprived of an additional $15 to 
$25 billion of goods and services that 
our economy could readily produce 
without overextending its physical or 
human resources. What could have 
been a great year will be only a good 
year. 

As a nation, we are losing much 
more than the billions of dollars in 
current goods and services. We are 
also losing some of the vital incentive 
for business investment, one of the 
wellsprings of vigorous future growth. 
Without assurance of ready markets, 
of willing and able buyers, American 
industry is bound to hold down its 
investments in capital equipment and 
development of new products. The re- 
sult: a slow-down in the rate of eco- 
nomic growth. 


Restrictive Policies 

National economic policy, preoc- 
cupied with fears of inflation and 
gold outflow, has clearly been too re- 
strictive. Defense cutbacks in 1957, 
unwillingness to reduce taxes in the 
recession of 1958, and a heavy foot 
on the monetary brakes in 1959-60 
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have probably helped to curb infla- 
tion and improve our international 
balance of payments. But look at the 
cost: in exchange for moderate gains 
on the financial front, we have suf- 
fered major losses on the real front 
of production, employment, and 
growth. Apart from aggravating the 
recession of 1957-58, these policies 
have retarded our recovery and 
thwarted the restoration of the econo- 
my to full health. 

Brief recessions are probably un- 
avoidable in the natural rhythm of a 
free and dynamic economy. But when 
unemployment remains at or above 
5 per cent of the labor force for two 
and one-half years (continually since 
December, 1957) and industrial pro- 
duction remains sharply below ca- 
pacity even after two years of recov- 
ery, it is cause not only for alarm but 
for re-examination of our restrictive 
fiscal and monetary policies. 

In our single-minded search for 
“financial soundness,” we seem to 
lose sight of the real objective of 
balanced national economic policy: 
full use of our resources and vigorous 
economic growth. 

The collapse of the Summit Con- 
ference may lead to redoubled de- 
fense efforts which will take up the 
economy’s slack and accelerate its 
growth. But this would be a sorry 
substitute for the bolder monetary 
and fiscal policies which could carry 
us to new economic heights without 
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the forced draft of additional military 

spending. 

A sustained policy for economic 
growth calls for careful re-examina- 
tion of existing economic policies and 
positive action on the following 
fronts, 

Fiseal-monetary policy: Three 
lines of action are called for: 

(a) The government’s budgetary 

policy and the Federal Re- 
serve Board’s monetary policy 
should be designed to main- 
tain markets for the output of 
American industry at levels 
which will not dampen pro- 
duction and investment, at the 
same time keeping an eye 
cocked but not glued on the 
dangers of inflation and for- 
eign trade deficits. 
Congress and the Executive 
should strive for a combina- 
tion of tougher fiscal policies 
and easier monetary policies 
to improve the terms on which 
money is available for capital 
investment. 

(c) Federal tax policy should be 
made more flexible to deal 
with the twin dangers of re- 
cession and inflation. 

Tax reform: Generous provision 

- for investment has already been made 

in our income tax laws in the form of 

expensing of research and develop- 
ment costs and fast write-offs of plant 
and equipment investment. What is 
needed now is a thorough-going re- 
form of the income tax structure 
along the lines suggested by the Ways 
and Means Committee Hearings last 
fall. Such reform would restore the 
base and reduce the rates of the in- 
come tax. At present, the free market 
flow of resources is distorted by the 
pull of various tax shelters, such as 
percentage depletion, capital gains ad- 
vantages for real estate, large tax 
free reserves of savings and loan as- 
sociations, and so on. Ending these 
tax concessions and lowering tax 
rates would improve the flow of re- 
sources into their most advantageous 
uses and would increase the over-all 
incentive to invest. Thus, income tax 

reform could remove important im- 

pediments to growth. 

Investment in human re- 
sources: Increased investment in 
human beings, not only as an end in 
itself but as an effective means of 
speeding advances in technology and 
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productivity, should be a basic part 
of national economic policy. Recent 
research reveals that expansion of 
brain capacity through education and 
training brings society even greater 
payoffs than expansion of plant ca- 
pacity. Trained minds are a national 
resource essential to the U. S. econo- 
my’s growth and vital to its military 
strength, intelligent diplomacy, and, 
indeed, national survival. Federal 
participation in the financing of im- 
provements in the quantity and qual- 
ity of education is vital. Federal aid 
to education—to reinforce but not 
interfere with the efforts of states and 
localities—forms a natural part of 
a balanced policy for economic 
growth. 

State and local services: Both 


to facilitate economic growth and to 
convert increased physical output in- 
to economic progress, we need to 
strengthen the sources of state and 
local finance. The services provided 
by state and local governments are 
vital in preserving life’s amenities 
and improving human well-being. If 
expansion of output brings with it air 
and water pollution, urban decay, 
snarling of local transit and traffic, 
chewing up of open spaces, trees, and 
recreational areas, the cost may well 
be too high. To bulwark our state and 
local efforts in these areas—both by 
intensified state-local taxing efforts 
and by appropriate forms of federal 
financial support—should be a cen- 
tral part of our policies for economic 
growth and progress. END 





Bank Ad Group Elects 


New Officers, Trustees 


Election of new officers and trus- 
tees and re-alignment of the execu- 
tive committee of the Foundation 
For Commercial Banks, was an- 
nounced following the annual mem- 
bership and trustee meetings in Phil- 
adelphia June 6. The Foundation 
represents nearly 5,500 of the na- 
tion’s commercial banking institu- 
tions. 

L. M. Schwartz, president of Citi- 
zens State Bank, Paola, Kansas and 
William H. Moore, board chairman 
of Bankers Trust Company, New 
York were elected chairman and 
vice-chairman respectively, and Sew- 
ard D. Schooler, president, Coshoc- 
ton (Ohio) National Bank, was re- 
elected a vice-chairman. 

As Foundation chairman, Mr. 
Schwartz succeeds Morris R. Brown- 
ell, Jr., vice president of the Phila- 
delphia National Bank, who was 
elected to the executive committee 
where he will head the committee on 
national advertising. 

Mr. Moore, in addition to becom- 
ing vice-chairman, and a member of 
the executive committee, will head 
the organizations’ national member- 
ship committee. 

Two new trustees, William R. 
Kennedy, president of the Union 
Market National Bank, Watertown, 
Massachusetts, and J. Harvie Wilkin- 
son, Jr., president, The State-Plant- 


ers Bank of Commerce and Trusts, 
Richmond, Virginia, were elected to 
fill expiring terms on the 12-member 
board of trustees. 

The trustees also elected Rogers 
H. Woods, Jr., of Philadelphia as 
secretary-treasurer of the Founda- 
tion in addition to his role as execu- 
tive secretary. 

The Foundation, organized in 1958 
to foster recognition of full-service 
banking institutions in the communi- 
ty and nation, today has members in 
every state. 

Other trustees include: Lloyd L. 
Austin, president, Security First Na- 
tional Bank, Los Angeles; R. D. 
Banks, president, the First National 
Bank, Superior, Wisconsin; J. W. 
Bellamy, Jr., president, National 
Bank of Commerce, Pine Bluff, Ar- 
kansas; Gaylord A. Freeman, Jr., 
president, First National Bank of 
Chicago; George Goodwin, vice pres- 
ident, The First National Bank, At- 
lanta; and Royal L. Mullins, presi- 
dent, the Wolfe City (Texas) Na- 
tional Bank. 

Mr. Mullins has been active in 
banking since 1917 and has also 
served the American Bankers Asso- 
ciation and The Independent Bankers 
Association, of which he was presi- 
dent in 1957. He joined the Wolfe 
City National Bank in 1928 and was 
elected president in 1931. 
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BB&E Reports Top Year; 
Orabka New President 


Banking is presenting a new face 
to the public, if the past year and the 
immediate prospects of Bank Build- 
ing and Equipment Corporation of 
America are any indication. 


L. J. Orabka, new president of the 


MR. ORABKA 


St. Louis, Missouri firm, told stock- 
holders that 1959 sales were $22,950,- 
000, an increase of $639,000 over 
1958. Net profits for last year $1,209,- 
000, up $242,000 from the year be- 
fore. 


In addition, Mr. Orabka said, the 


A GREEN FLAG was given Stock Car Driver 
Marvin Panch as he was the first to wheel into the 
new $100,000 drive-in facility of the Commercial 





company has a backlog of $31 mil- 
lion in contract business, $8 million 
greater than in 1958. Projected sales 
for the year are $25 million. 

The firm has 316 architectural con- 
tracts covering work in 46 states and 
five foreign countries. In addition, 
it is diversifying into other building 
fields, and has Conrad Hilton and 
Howard Johnson as clients for new 
motels, 

Mr. Orabka was named president 
May 10, succeeding Joseph B. Gan- 
der, 70, who succumbed to cancer 
May 8. Mr. Orabka had been execu- 
tive vice president. 

Mr. Orabka had been with the 
firm since 1914, serving in nearly 
every phase of its operations. He di- 
rected national sales until 1937 when 
he was appointed vice president. In 
1943 he became executive vice presi- 
dent in charge of building contract 
work, manufacturing and operation- 
al functions. 

Mr. Gander, whose formal educa- 
tion extended only through the sixth 
grade, left a $65-a-month job in 1911 
and rose to become president of a 
multi-million-dollar firm. 

In 1913, he purchased the old St. 
Louis Bank Fixture Company at a 
sheriff's sale for $7,600. The present 


Bank at Daytona Beach, Florida. Commercial 
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firm was organized after World War I. 

Mr. Gander was a member of the 
founder’s board and president’s coun- 
cil of St. Louis University and activ- 
ely supported Maryville College. 
Through the J. B. Gander Founda- 





MR. GANDER 


tion, he supported a number of Cath- 
olic charities. 

Charles F. Ehrle, formerly general 
construction manager, was elected 
executive vice president of the firm. 
He had been with Bank Building and 
Equipment since 1925. 


Board Chairman Henry C. Coleman said the new 
facility gave the bank a total of six drive-in win- 
dows, plus a walk-up window. 
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| am appearing before you as a farm- 
er and talking about agriculture, 
but I think it is worthwhile to say 
that I am, at the same time, an in- 
dependent banker with probably a 
good deal more appreciation of the 
value of independent banks than 
some of you may have. I spent a year 
of my life in Canada, and in all 
Canada they had, at that time, five 
banks. All the rest of them were 
branches. And I saw the despotism, 
if you want to call it that, of five 
large banks as opposed to the fine 
independent banking system that we 
have in the United States. 


The Violent Change 


My subject is “The Agriculture of 
the 1960's,” and I can tell you that 
there are a few statements you can 
make about the agriculture of the 
1960’s that are sure to be accurate. 
The first is this one: There will be 
more changes in agriculture between 
1960 and 1970 than there were be- 
tween 1940 and 1960, and there were 
more changes in that 20-year period 
than there had been in all of history 
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BY ROSWELL GARST 


Mr. Garst’s address was delivered 


at the IBA’s convention in Denver. 
Long recognized as an innovator 

in agricultural techniques, Mr. 

Garst has been extremely 


successful in his unorthodoxy. 


before that. 

Keep in mind that agriculture in 
the United States is in a violent state 
of change. It’s going to be a good 
change; it’s probably going to bring 
prosperity to agriculture after a two- 
or three-year period. I suspect it’s 
going to be thin enough for the next 
two or three years. It certainly is 
going to continue the direction it has 
had in the past, which is lower and 
lower amounts of labor per unit of 
production, and it’s going to have 
higher and higher capital costs. 

I was interested when Governor 
King of the FRB said that the aver- 
age in industry is to have $10,000 
or $12,000 invested per worker. In 
agriculture, in Iowa, we now have 
well above $30,000 invested per 
agricultural worker, and I look for- 
ward to the time when the invest- 
ment is going to be above $50,000 
per worker. Agriculture is one of the 
businesses of the United States that 
requires the highest capital invest- 
ment per worker. 

Agriculture in the United States is 
much, much further ahead of world 


He is now a partner in Garst 
and Thomas, a seed-corn producing 
firm in Coon Rapids, lowa. 


agricultury than industry in the 
United States is ahead of world in- 
dustry. I want to give you a few com- 
parisons. 


The World Leader 


We use—in the United States’ at 
this moment—about 10 per cent of 
our people to raise the food and 
fibers that we need. We not only 
produce the best diet that the world 
enjoys, but we have Mr. Ezra Taft 
Benson badly, badly worried about 
what he is going to do with what he 
can’t dispose of. | mean to say that 
10 per cent of the people not only 
feed the rest of the nation, but those 
10 per cent produce so much the 
ground is covered with surpluses. 

Because you connect my name with 
Mr. Khrushchev, let’s take Soviet 
agriculture. This is true with all the 
eastern European countries, inciden- 
tally—Romania, Bulgaria, Hungary, 
Yugoslavia, Czechoslovakia. All of 
them use more than 50 per cent, or 
approximately 50 per cent, of their 
people in agriculture and have a 
poorer diet than we do by quite a 
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wide margin. Or let’s take the extreme 
which is India. In India, they have 
85 per cent of their total population 
in agriculture, and if we were not 
furnishing them surplus American 
products they would be starving to 
death literally by the millions. In the 
last five years, the United States has 
been furnishing enough grain to 
India te feed 10 million Indians, and 
the present plans are to furnish 
enough to them in the next five years 
to feed 20 million—and this is with 
85 per cent of their population in 
agriculture. 


Phenomenal Advances 


These things we have done in the 
last 20 years have been phenomenal 
on a world-wide basis. They are an 
extreme expression of the capability 
of agricultural production, and they 
will be emulated on a world-wide 
basis, I think, maybe as soon as the 
1970’s. The techniques developed in 
American agriculture bid fair to 
eliminate hunger from the face of 
the earth—and we have always had 
hunger with us. 

The memory of man is short. When 
we look at the grain business we be- 
lieve we have always had too much. 
Let me point out, though, that less 
than 10 years ago food was scarce in 
the United States, food was extremely 
high-priced in the United States, and 
we were having strikes based upon 
the cost of living so far as food was 
concerned. When we got into the 
Korean War, we had low food re- 
serves and feed reserves, and prices 
went up. Cattle for butchering pur- 
poses sold in Chicago for $40 a hun- 
dred. Corn was $1.85 a bushel in 
Chicago. People were striking every- 
where, as late as 1951, because of the 
high cost of food. 
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When the government subsidized 
the production of food, some of it, I 
think, was done intelligently and 
some of it was not done intelligently, 
but it was all done the same way. 


Helpful Subsidiary 


We subsidized the production of 
food by giving fast tax write-offs to 
the chemical industry and the oil 
companies for the building of nitro- 
gen fixation facilities. Nitrogen 
fixation, incidentally, is a very sim- 
ple thing and very inexpensive once 
you have a plant, but the plant is 
very, very expensive. The minimum 
size of plant for nitrogen fixation 
costs $25 to $40 million. Once you 
have the plant, the cost of fixing the 
nitrogen is very low. The chemical 
companies and the oil companies 
were hesitant in the late 1940’s and 
early 50’s about building plants for 
the fixation of nitrogen because of 
the very high tax or cost of the plant. 
So the government issued what were 
known as Certificates of Necessity 
which permitted people to get 60 per 
cent of the cost written off in a five- 
year period and out of the excess 
profits taxes which were current dur- 
ing the Korean War. The United 
States actually built 214 million 
tons of annual production by nitrogen 
fixation out of the air you are breath- 
ing. This exploded agricultural pro- 
duction, and we just don’t know how 
to use that much nitrogen without 
producing so much grain that it 
breaks the market. 

I am in the seed corn business and 
the grain storage business, and I hate 
to tell you this, but I think—and this 
is completely predictable—that we 
face a situation where we know how 
to raise grain so well that we can no 
longer afford to cultivate acres of low 








potential productivity. If corn were 
$1.50 a bushel, we could afford to 
quarrel with a side hill in Iowa that 
was inconvenient to cultivate and not 
have high productivity. With corn at 
$1.00 a bushel, we simply cannot 
afford to cultivate this kind of land. 
We are going to have to cultivate 
land with high potential producti- 
vity. We are going to quit cultivating 
lots of areas in Nebraska and Kansas 
where there is not sufficient moisture 
to be relatively sure of a crop be- 
cause the expense of cultivation is too 
high to do it in hazardous areas or on 
land of low potential. 


Acreage To Decrease 


I don’t know whether we are going 
to reduce the acreage of cultivated 
crops under bribery, such as the Soil 
Conservation system, or under com- 
pulsion like the wheat system, or 
under the economic pressures of a 
lower price support and just say, 
“Let it fall where it may.” 

In either one of the three direc- 
tions we go, and I think we have to go 
one of them, we are going to cultivate 
less acres of land. The farmers in 
your area—and I don’t care where 
you live in the United States, and | 
don’t care whether you raise corn, 
cotton or wheat, the three biggest 
crops we have—are not going to cul- 
tivate land of low potential produc- 
tivity, and the acres of grass in the 
United States are going to have to be 
expanded. 

I suspect, actually, that in the next 
five years the cultivated acreage of 
the United States is going to have to 
shrink—and this will be shocking to 
you, but this is what I thoroughly 
believe—to something like 25 or 30 
per cent because it’s easy for us to 
raise 25 or 30 per cent more yields 


Mr. Garst and Premier Khrushchev 
shown in the van of a horde of 
reporters during the Soviet leader’s 
visit to Mr. Garst’s farm last fall. 
Russian agriculture is far behind 
that of the United States, Mr. 

Garst says. 


—Photos courtesy the DES MOINES REGISTER 
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per acre on the average than we are 
now raising. It costs money to cul- 
tivate land. You can hardly cultivate 
land for less than $25 an acre. It just 
costs a lot of money to plow, harrow, 
plant, harvest; and with present 
machinery prices and with present 
labor prices, we just are not going 
to continue to cultivate land of low 
potential productivity. We are going 
to cultivate less acres and do a much 


better job. 


Onward and Upward 


Let’s review a few of the things we 
have done. When I went into the seed 
corn business back in 1930, the aver- 
age yield of corn in the United States 
for a five- or ten-year period was 26 
bushels per acre. We got hybrid 
corns and as they increased, the 
yields went up. We had complete use 
of hybrid corn in the United States 
by 1945, and hybrid corn alone in- 
creased the yields from 26 to about 
38 bushels per acre. From 1945 to 
1955, we had an average yield of 38 
bushels. Then we got nitrogen and 
other fertilizers and insecticides, and 
for the last two years we have aver- 
aged 52 bushels to the acre. And not 
all farmers, by any means, are using 
as much fertilizer as they should, and 
not all of them are putting it on the 
best land, and not all of them are 
using insecticides. I would say, with 
perfect confidence, that I think we 
will gain next 14 bushels to the acre 
which will put us up to about 65 
bushels on a national yield basis. 
There was more apathy in the 50’s 
and we have gained more than any 
other time. 

In short, I think the line of pro- 
duction is still mounting. I think we 
are still in this period of rapid in- 
crease in production, and I think 
our increases in production are ac- 
celerating rather than decelerating. 
This is why I am so sure that we are 
going to have less cultivated acres 
and higher yields per cultivated acre. 


Burgeoning Hinterlands 


A good many people in this audi- 
ence live in the South. You know 
what has happened to the cotton. 
Last year, the average yield in the 
United States was 486 pounds per 
acre, 500 pounds being a bale. We 
lacked 14 pounds last year of averag- 
ing a bale to the acre. We used to 
raise a third of a bale to the acre. 
Soon we got it up to half a bale, and 
now we are approaching a bale to the 
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acre, and they are still going up. I 
suspect that next year we will pass a 
bale to the acre average yield as 
against having a third of a bale 30 
years ago. 

There are people in the audience 
from Minnesota and Wisconsin where 
you have lots of dairies. I used to be 
a dairy farmer in my early days, and 
I, at one time, got a cow herd up 
(and I was awfully proud of it) to 
325 pounds of fat and nearly 10,000 
pounds of milk a year. I was way 
high and our cow testing association 
and I could throw our chests out and 
go to town and brag about my cow 
herd. They wouldn’t be average in 
the United States today. Why, if any- 
body got a cow that gave 500 pounds 
of butterfat in a year, this was the 
pinnacle. You have now all kinds of 
herds that are producing 500 pounds 
of butterfat. 

There are a few people here from 
Kansas. I was brought up thinking 
that 16 bushels of wheat as the na- 
tional average was fixed by the Con- 
stitution or something. This was as 
high as it ever went. Now we have 25 
bushel average yields of wheat like 
we did the year before last. 


So we are gaining now much more 
rapidly, and frankly, we are going to 
have to cut the acreage, as I see it, 
one way or the other. Now this is bad 
in one respect. We have grown a 
little too fast in our productive abil- 
ity. But think how much worse it 
could have been had we not grown 
rapidly enough in productive ability. 


Tragedy of Hunger 


There is just one thing that is an 
awful lot worse than having too 
much, and that is not having enough. 
If you don’t believe this, you go to 
places where people are hungry. 
Mrs. Garst and I were in Egypt a 
year ago this winter. We had never 
been in the Mediterranean area before 
and we went over for a little trip. 
Here are people who are hungry with 
80 or 90 per cent of them engaged 
in agriculture, simply because, first, 
they don’t have sufficient knowledge, 
second, because they don’t have sufh- 
cient equipment, and third, because 
they don’t have sufficient fertilizers. 
So you have the tragedy of hunger 
and starvation. 

The cause of our present problem 
was the fixation of nitrogen. Some of 
you are not chemists and you don’t 
know much about it, but the air we 


are breathing right now is about 80 
per cent nitrogen but in an unusable 
form. You can take the air and mix it 
with a little water and some natural 
gas. Those are the only three ingre- 
dients that are required, and you can 
fix the nitrogen into a usable form. 
There is a plant down in Omaha, the 
closest one to Coon Rapids, which 
belongs to the Allied Chemical Com- 
pany, and they pipe the gas in under 
the ground and pump the water in 
from the ground, and suck the air 
down from the roof, and they never 
take anything into the plant at all 
that’s visible. They ship out 100,000 
tons a year of something that looks 
like sugar and that’s explosive under 
crops, as you all know if you know 
anything about agriculture at all. You 
have seen this recent explosion with 
the use of nitrogen. 


Changing Capitalization 


We are doing something that you 
may not realize. One of the things is 
that we have changed our capital in- 
vestment in agriculture very re- 
cently. For the first time, in 1959, the 
farmers of the United States spent 
more on the inside of their cattle lots 
or house lots than they spent on 
tractors. 

We have gained enough so that we 
now use only a third as much labor 
producing a unit of grain as we did 
20 years ago. We have not made 
equivalent progress in the handling of 
our livestock or the handling of our 
feeding, and so farmers everywhere 
are concentrating on this. Where we 
used to handle milk in cans, we are 
now handling it with bulk trucks, 
and this takes considerable capital 
investment. Where we used to feed 
cattle with our backs and our hands, 
we now do it with machinery, silage, 
grain, and all these things. Where we 
used to have one man take care of 
actually not more than 1,000 laying 
hens, now any man who is properly 
equipped can take care of 5,000. 
Where as little as 10 years ago, 5,000 
or 10,000 broilers were considered a 
full-time occupation for a man, we 
now have lot of men in the south- 
east part of the United States and 
Georgia taking care of 40,000 broilers 
each by themselves with automatic 
feeders and waters. 

We are going to continue to go in 
this direction. I think it is a fair guess 
that we are going to expand our 
mechanization of agriculture and the 
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productivity of agriculture; that we 
are going to gradually use less labor 
and we are going to produce more and 
higher quality farm products. And I 
think both are important. There isn’t 
any doubt about the fact that the 
milk we have delivered is of higher 
quality than the milk we used to have 
delivered. There isn’t any doubt at 
all about the fact that the eggs eaten 
by the people of the United States are 
of higher quality than the eggs they 
used to eat. 


Live and Strong 


These are the principal things, and 
agriculture is a live, strong industry, 
handicapped at the present time by 
prices and handicapped at the present 
time by a margin, by becoming ever- 
more efficient. The next several years 
are going to be tough enough. | think 
actually what we are going to do is 
get rid of our surplus that we have in 
these bins more intelligently than we 
have been. I think Congress and the 
Administration—and I am not going 
to talk politics at all, both the Dem- 
ocrats and Republicans—failed to 
realize that this was not just because 
of better weather than ordinarily, that 
it was a development of a whole 
set of techniques. And I think each 
year the Congress, without saying so 
out loud, kind of hoped like the devil 
we'd have a drought that would solve 
the surplus problem. I think maybe 
they didn’t do anything except sort 
of think it would perhaps go away 
and disappear. There has come a 
realization now that it is not dis- 


appearing. 
Wheat, Not Guns 


For instance, as little as a year ago 
at this time of the year, Secretary 
Benson estimated we would raise 
3,400,000,000 bushels of corn. We 
actually raised 4,400,000,000. He just 
didn’t know how much nitrogen 
affected corn or how much nitrogen 
was going to be used on corn. The 
government has continuously, for 
four or five years during the rapid 
expansion of nitrogen use, underesti- 
mated the cotton crop, the wheat 
crop, the corn crop, and all the rest 
of them. But once recognizing our 
productive ability and once recogniz- 
ing it is silly to pile surplus on sur- 
plus, that finally there has come an 
end to this, I think both Congress 
and the Administration will, of nec- 
essity, face up to the facts, and that 
we will start using our agricultural 
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productivity as an instrument of di- 
plomacy—which I think we should 
have been doing for some time— 
that is at least twice as effective as the 
arms we have been giving away and 
not as expensive. 

A typical example is the fact we 
gave the arms away in the Middle 
East and then had to land our soldiers 
in Lebanon to see they didn’t aim 
the arms back at us. 

I mean to say that’s bad enough. 
We have all kinds of countries that 
need economic help in the form of 
food. I don’t think it is enough to 
give them the food; at the same time, 
we have to teach them how to raise 
their own. But we can use food as an 
instrument of diplomacy. We have 
it on hand and I think it can be 
effectively used. 


My hope is that both the Demo- 
cratic candidate and the Republican 
candidate for the Presidency will say 
that if they are elected their Secre- 
tary of State is going to cooperate 
closely with the Secretary of Agri- 
culture in the use of American sur- 
pluses that we have built up at the 
present time as an instrument of di- 
plomacy and as an instrument of 
peace. I think they can be effectively 
used and that they can be removed 
as a burden from the American mar- 
ket and used in place of this very 
great military aid that we have been 
giving sometimes to pretty question- 
able friends. I think this is a better 
direction to go, and this is the direc- 
tion I hope they do go. 


The Banker's Role 


I do want to tell you about a 
banker’s place in the American agri- 
culture in the next few years. If we 
do what I think we are going to do, 
we are going to have a lot more acres 
of pasture, a lot more cattle, and 
those cost a lot of money. It has to 
be done with reasonable gradualness, 
and agriculture is going to be short 
of money and it is going to have to 
start now and start accumulating a 
little more to go to a livestock econ- 
omy. 

Anybody in the eastern half of 
the United States can point out situ- 
ations like this. For instance, take 
Illinois, lowa, Minnesota, Wisconsin 
and Missouri where you have 30 
inches of rainfall or more. In seed- 
ing down the ‘pasture, a fellow will 
apply $10 an acre worth of fertilizer 
to his pasture annually and he will 


double his capacity. If he doesn’t 
have more than 50 acres of pasture 
and he spends $10 an acre, it’s a $500 
investment. 


Some Complications 


You say, “This is pretty good, 
Jim. We'll be happy to loan you the 
money.” Well, let me tell you what 
the complications are. If he fertilizes 
50 acres, he has to buy 50 more head 
of cattle to eat off the extra grass, 
and you don’t have to lend him $500 
—you have to lend him $5,000. 
Where you have a rainfall of 30 
inches or more, you must keep in 
mind that if you lend a man money 
to fertilize his pasture, you are going 
to have to lend him ten times as much 
to buy the extra cattle as you lend 
him to fertilize the land. This is about 
the proportion in the Coon Rapids, 
Iowa vicinity. So you had better get 
the fellow to fertilize 20 acres of land 
and let him get 20 extra cattle and 
then the next year do it over again 
and let him take a five-year period. 

We have been using a great deal of 
fertilizer on pastures in lowa where 
we have about a 30-inch rainfall, 
and there’s no doubt about our abil- 
ity to mow and double the carrying 
capacity of the pastures, and there’s 
no doubt about the capital require- 
ments when you get to this kind of 
operation. It’s much more expensive 
to farm pasture land in Iowa than 
it is to farm grain crops. Don’t get it 
into your head as bankers that when 
you get more cattle you are not going 
to put up more credit. 


Predictions 


So these are the things I wanted to 
alert you about. I will make this flat 
prediction here: that the number of 
acres cultivated is going to do down; 
that the cattle numbers are going to 
go up; that we are going to save $25 
an acre on 100 million acres of land 
of low potential productivity, which 
adds up to $214 billion; that we are 
going to do this within the next ten 
years; that we are going to have a 
reserve of land and of capital improve- 
ments that are going to let us feed 
the ever-growing population; and 
that sometime within the ten-year 
period, we are going to have enough 
people to consume what we can pro- 
duce and at a fair price. 

My guess is that the next two or 
three years are going to be pretty 
thin, pretty bad. Incidentally, we 
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have gained nearly 30 million people 
in the last ten years. We will prob- 
ably gain 35 million people in the 
next ten years. The Census Bureau, 
which has been thinking we would 
have about 180 million people as 
against 150 million in 1950, now is 
predicting that we will have 215 mil- 
lion in 1970. And so the problem 
logically could be: how are we going 
to feed them? 

My answer is that we will feed 
them with less percentage of the peo- 
ple engaged in agriculture, with a less 
complete use of the lands we have, 
and we will feed them a better diet. 
We are going to do it through the 
help of the banking fraternity. It’s 
going to take large capital require- 
ments, requirements that are going 
to have to be gotten from your bank 
and mine. 


Re: Khrushchev 


Those are the things I wanted to 
tell you about. I have been asked to 
give you my reactions on Mr. Khrush- 
chev, particularly in the last month. 
I am happy to do that. I would say 
that my experience with Khrushchev 
has been a pleasant one because I 
know about farming and he wanted 
to know about farming. I am not a 
diplomat and I was not talking except 
as one farmer to another, and it’s one 
of my greatest pleasures to find some- 
body who wants to know, if I can 
teach him. The relationship of teacher 
to a student, particularly if that stu- 
dent is hungering for knowledge, is a 
pleasant relationship. He is a big, 
vigorous sort of fellow and it is about 
like visiting with any lowa farmer so 
long as you are talking agriculture. 

The Russian nation is very, very 
far behind the United States. I can 
give you two or three small examples. 
They have 50 per cent of their peo- 
ple in agriculture, and we have 10 
per cent of our people in agriculture, 
and we are well fed and they are not 
well fed. They have enough bread, 
enough cabbage, but not enough 
meat. 


Differences 


To show you how much difference 
there is, we have one automobile, for 
instance, which is a sign of nice 
living, for every three and a half 
people; they have one for every 700 
people. We have bathrooms in almost 
every farm home; they are trying to 
get electricity to every collective or 
state-owned farm which consists of 
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700 or 800 people. We have running 
water; they are hoping to get run- 
ning water. There are lots and lots of 
livestock all over eastern Europe 
which are watered by the old wells 
that were dug by the Turks 500 
years ago where they let a bucket 
down into the well and pull it back 
out with a rope. This is how far 
they are behind and how far we are 
ahead. They are anxious to catch up 
with us, and they don’t want a war— 
the government or the people either 
one. They have twice been overrun 
and completely devastated in my life- 
time. 


Twice Devastated 


Most people don’t realize, for in- 
stance, that Stalingrad, where one of 
the principal battles of World War 
II was fought, is further from the 
German border than Denver is from 
San Francisco. It was a_ terribly 
devastated area, and, actually, the 
Germans occupied an area of Russia 
larger than the United States is be- 
tween the Appalachians and the 
Rocky Mountains. People that have 
gone through two of these wars don’t 
want another one. | think they fear 
and hate wars more than we do, if 
that’s possible, because they have 
suffered the effect. Government esti- 
mates of the Russian losses in World 
War II were 22 million people which 
is more than all other nations put 


together lost, and the same thing was 
true in World War I. They are ter- 
ribly afraid of invasion because they 
have been invaded twice. I think if 
we were in their circumstances, we 
would be terribly afraid of an inva- 
sion also. 


USSR Gains 


They are gaining in production, 
agriculture, industry, everything else. 
They now are actually second only to 
the United States in the production 
of steel, coal, and quite a few other 
things. 

They want a higher standard of 
living, and they are suspicious of us 
and have been because they don’t 
know us. When I first went to the 
Soviet Union, everybody over there 
thought our government was pretty 
largely controlled by industry; that 
people in the United States at work 
were terribly abused and had a poor 
standard of living; that our economy 
was about to collapse. and that we 
might get into a war just to keep 
our economy from collapsing. These 
were normal suspicions on their part 


in 1955. 


Mutual Suspisions 


On the other hand, we thought 
every one of them were driven to 
work by blacksnake whips and the 
threat of being sent to the salt mines 
in Siberia, and that the ordinary per- 


























“Sorry, he’s still in conference.” 
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son lived in a hovel, and that it was 
even worse than it proved to be. A 
lot of Americans have gotten over 
there in the past few years, and we 
find out they are not as bad off as we 
thought. 

They have an educational system 
approaching ours. Everybody goes to 
school. They have ever-improving 
standards of living. Lord, it’s bad, 
but it’s far better than they ever had 
before. They are ambitious and they 
are anxious to get a higher standard 
of living. In 1955 there were a great 
many badly informed, suspicious peo- 
ple on each side, and I think a great 
improvement started in 1955. 


Educating K. 
I think the visit that Khrushchev 


had over here was a very, very fine 
thing. He got to see that people lived 
pretty well and we had quite a coun- 
try; that we had lots of automobiles 
and good roads and pleasant homes 
and all the things that went along 
with it; and that the things he be- 
lieved before 1955 simply were not 
true. 

I think it’s too bad that President 
Eisenhower is not going to the Soviet 
Union. I think he would have seen 
people over there with determination 
and with a desire to avoid war. And 
so I feel bad about the. last three 
weeks. | don’t mind telling you I feel 
very bad about it. 


A Tragedy of Errors 


I think there are tragic errors on 
both sides. It was a tragic error to 
have an airplane flying over the 
Soviet Union the week before the 
Summit Conference, just as it would 
have been a tragic error if they had 
flown a Russian plane over Denver 
a week before the Summit Confer- 
ence. It was a tragedy when the Pres- 
ident said we were going to continue 
these flights because no proud nation 
or no proud man could put up with 
overflights of airplanes, and the 
President realized that a week too 
late and finally said we won't do it. 
But he and Herter both said at the 
start that we would do it, and we 
wouldn’t have stood for that at all, 
had the Russians flown a plane over 
here and got it shot down. And if 
they had said, “We are going to con- 
tinue,” we would have been at war, I 
think. 

So then the President went over 
and Mr. Khrushchev insulted him 
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which was even more stupid than our 
own activities. Our DES MOINES 
REGISTER said that when the con- 
ference convened, all of the reporters 
of the world thought it would be im- 
possible that Mr. Khrushchev could 
top our own stupid handling of the 
case, but that by night he had proven 
his ability to be even more stupid in 
his actions than we had been. | think 
this is a fair kind of description on 
it. I think it’s sad. 

Actually, we both—and I am talk- 
ing about the Soviet Union and the 
United States—lost prestige in the 
eyes of the remainder of the world 
in the month of May, 1960. I feel 
sad about it, but I think that it will be 
a setback to progress—but only a 
setback. 


Arms Race: Insanity 


I would say | am thoroughly sure 
of one thing. I have a sentence which 
I have put together and which I will 
give you as I quit. It is this: It is 
global insanity for the world to 


spend $100 billion a year preparing 
for a war that nobody wants, nobody 
expects, and in which nobody can 
survive. This is not less than global 
insanity. So, some day—I don’t know 
when it will be—we will get enough 
sense probably to have it done 
through the United Nations and we 
will get a disarmament program sub- 
ject to complete inspection on both 
sides and we will get away from the 
armaments program. Until we do that, 
we are going to live in danger of 
inflation in the United States and in 
the world and we are going to live 
with less high living standards every- 
where than we could have. And | 
have enough confidence in the human 
race to think that we will finally suc- 
ceed in having peace in the world. I 
am not talking about only the United 
States—I am talking about the world 
as a whole—get enough intelligence 
to cease spending $100 billion prepar- 
ing for the war nobody wants, no- 
body expects and nobody can survive. 

END 





Bank Loans at Record 


$138 Billion in 1959 


During 1959, loans outstanding at 
U. S. banks reached a record high of 
$138.3 billion. 

This fact is reported in the first 
1960 edition of the Rand McNally In- 
ternational Banker’s Directory, which 
has just been issued with a consoli- 
dated recapitulation of bank liabili- 
ties and resources as of December 31, 
1959. 

The Directory reveals that during 
the past year, loans have risen from 
$122,805,690,000 to $138,367,939,- 
000, an increase of $15,562,249,000. 
This increase in loans reflects a ban- 
ner business year despite the steel 
strike. 

Total deposits, however, rose only 
$6.3 billion to $258.4 billion. Hence, 
to obtain funds to make loans, the na- 
tion’s banks reduced their holdings 
of government securities by $7.8 bil- 
lion to $66.7 billion, one of the low- 
est year-end totals in the postwar era. 

As a net result of these and other 
developments, total U. S. banking re- 
sources increased $8.5 billion in 1959 


to an astounding $288.1 billion. 

The trend toward bank mergers, 
consolidations, and branches contin- 
ued during 1959, the Directory shows. 
At the year’s end, there were 14,070 
banks and 10,141 bank branches—31 
fewer banks than a year earlier, but 
584 more branches. While a substan- 
tial number of new banks were 
opened in 1959, this was more than 
offset by the continuing merger trend. 

Other comparative figures shown 
in the Directory include: 


Dec. 31, 1959 Dec. 31, 1958 


Capital $ 6,172,016,000 $ 5,703, 
Surplus $12,266,035,000 $11,657,622,000 
Undivided Profits 

and Reserves $ 5, ory $ 5,942,658,000 
Other Securities $25,742,283, $25,860, 104,000 
Other Liabilities $ 5,420,851, “000 $ 4,180,605,000 
Other Resources $ 6,044,890,000 $ 5,409,147,000 


The Directory is distributed twice 
each year by Rand McNally to banks, 
investment firms, business firms, rail- 
roads, insurance companies, hotels, 
and other organizations requiring up- 
to-date information on American and 


foreign banking. 
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The Washington 


Merry - Go - Round 


I propose to discuss two matters of 
uppermost moment to us here at 
home and to the world at large. The 
first is the U2 incident and certain 
background aspects of it, and the 
second is the Presidential race which 
is now entering its truly crucial and 
decisive phase with various maneu- 
vers that are transpiring in both the 
Republican and Democratic arena. 

Just how much the Senate Foreign 
Relations Committee will reveal 
(ED: Only carefully-censored ver- 
sions of the testimony were released. 
There was discussion of errors in 
judgment in the handling of the 
flights, but the committee offered no 
censure and was united in support- 
ing the President) of what it hears 
behind closed doors from Secretary 
Herter, Defense Secretary Gates, 
Central Intelligence Director Dulles 
and the other officials remains to be 
seen. Undoubtedly, some of their 
testimony should be kept confiden- 
tial or unpublished at this time. On 
the other hand, it is possible, irre- 
spective of what the committee does 
or doesn’t do about the disclosures, 
to tell you certain background as- 
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pects of that tragic episode which 
are not classified, but which, for 
various reasons, haven’t been pub- 
lished as yet. One of the things that 
the committee will go into at con- 
siderable length is the very contro- 
versial air alert that Secretary Gates 
ordered just as the Summit Confer- 
ence was about to get underway. 


The Inside View 


Now, the inside story of that mat- 
ter is as follows: 

On Saturday, before the confer- 
ence started and the day that Khru- 
shchev arrived in Paris, the Central 
Intelligence Agency obtained infor- 
mation from pretty good Iron Cur- 
tain sources that a military alert had 
been ordered in three satellite coun- 
tires: Poland, East Germany and 
Hungary. Now that was not a very 
minor matter. One reason is that 
East Germany has the largest army, 
the most powerful army, the best 
equipped army, next to the French 
army, in Europe today, and for a 
highly secret military alert to be or- 
dered in these three key satellites 
was a profoundly foreboding devel- 





opment. The CIA immediately began 
to check this information—and I 
have no idea of the source. There 
are some things you just don’t pry 
into—and by Sunday morning the 
CIA was sufficiently convinced of the 
authenticity of this information for 
Central Intelligence Director Allen 
Dulles to notify Secretary Gates who 
was with the President—that is, he 
was in that party—and White House 
Press Secretary Hagerty. As I under- 
stand it, Hagerty was informed be- 
cause he has the most immediate ac- 
cess to the President. Secretary 
Gates called or summoned General 
Nathan Twining who was also there 
in Paris, the Chairman of the Joint 
Chiefs, General Goodpaster, who was 
the President’s military aid, and cer- 
tain other people. I understand that 
Mr. Boland, the former ambassador 
to Moscow, was in Paris as Mr. Her- 
ter’s special advisor on Russian af- 
fairs. He was in the party. And, as 
a result of these deliberations Sun- 
day afternoon and evening, it was 
decided that it would be highly ad- 
visable, under these circumstances, 
to order an alert—an air alert in the 
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United States, primarily of the Stra- 
tegic Air Command—SAC. One of 
the factors that led to that decision 
was that by that time the Western 
Big Three — DeGaulle, Macmillan 
and Eisenhower—certainly DeGaulle 
and Macmillan—knew that Khru- 
shchev was apparently bent on tor- 
pedoing the conference and he had 
informed them, in his talks on Sat- 
urday and Sunday, of the demands 
he would require, the conditions he 
would require, from President Eis- 
enhower before he would sit down 
and deliberate with him and _ the 
other chiefs of state. While Macmil- 
lan still had some hope of salvaging 
something, DeGaulle definitely fig- 
ured it was all over. Of course, the 
President was informed and knew 
about this. So did Secretary Gates 
and the rest of the American author- 
ities. 

So it was with that background 
that Secretary Gates decided it was 
very highly desirable and advisable, 


to order an air alert. 


Wariness 


You must remember that the Pen- 
tagon and Washington officialdom is 
still very Pearl Harbor conscious. 
There was no reason for Pearl Har- 
bor really because certain informa- 
tion was available at that time which, 
if used, could have averted that dis- 
aster. It might not have been able 
to prevent the attack, but it certainly 
could have blunted it a lot. So Wash- 
ington reacts acutely and sensitively 
to any ominous military develop- 
ments behind the Iron Curtain, and 
this had all the earmarks of a very 
sinister move. 

Here was Khrushchev, obviously 
bent on wrecking the conference in- 
censed by this U2 episode which 
they, for their own reasons, blew up 
into world magnitude, although, as 
you know by now, these overflights 
have been in progress for some four 
years and around 75 of them have 
been made during that period. In 
fact, Powers was found on the sec- 
ond mission. He flew two of them, 
one the day before and the other the 
second day, and that’s when they 
got him. 

So, with the background, the alert 
was ordered because at that time the 
real significance of why there was a 
military alert in Poland, East Ger- 
many and Hungary was unknown. 
Subsequently, it was developed that 
the reason why the Communists of 
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the Kremlin Command had called up 
the Soviet forces, particularly in 
those satellites, was that the Com- 
munists had been informed, either 
rightly or wrongly, that it was the 
intention of the anti-Red under- 
ground in those countries to stage 
uprisings in those satellites during 
the Summit Conference. So, as a pre- 
cautionary measure, the Kremlin or- 
dered a military alert. All the troops 
were recalled into their barracks. 
Equipment was issued, and measures 
or steps were taken to crush any 
attempt in Poland, East Germany, 
and Hungary to stage demonstra- 
tions of any kind, violent or other- 
wise, during the Summit Conference. 
ICA developed that information aft- 
erwards, but, in the meantime, the 
alert had been called. 


All this is the background, the in- 
side story, of that episode which has 
become highly controversial and 
about which a great deal has been 
said and much more will be said 
probably until it is fully cleared up. 

Now the other two matters, back- 
ground developments which we still 
—When I say “we,” I mean our au- 
thorities—the State Department, the 
Pentagon, CIA, and others—have no 
answers to as yet, merely deductions, 
are also, in some way, even more 
significant. 


Re-enter Georgi 


The first of these was that the very 
weekend, that May 14 and 15, when 
Khrushchev was lighting the fuse 
under the Summit Conference, there 
suddenly appeared in East Berlin, in 
his full marshal’s uniform, Marshal 
Georgi Zhukov who had been 
abruptly purged as Defense Minister 
in 1957 as he alighted in Moscow 
from an official trip to Yugoslavia. 
Some of you may remember that. 
It was a very stunning and startling 
development because Zhukov, the 
greatest war hero of Russia, had 
twice saved Khrushchev from the ax, 
if not actually saved his life. It was 
Zhukov who was called upon by 
Khrushchev and Malenkov, another 
one of Stalin’s successors, to save 
them from the secret police and 
Lavrenti Beria. At that time, Stalin 
had built up a secret police which 
was his private army and Beria com- 
manded it. And his secret police at 
that time—NKVD, as it was known, 
had its own tanks, its own air force, 
its own combat troops. It was, in all 


respects, a self-contained military or- 
ganization. Beria determined to take 
over control after they had laid old 
Joe away, and he called in his pri- 
vate army, whereupon Khrushchev 
and Malenkov and Molotov, and 
some of the others who subsequently 
were purged, turned to Zhukov who 
had been exiled by Stalin out of 
envy and suspicion to a relatively 
minor post in one of the remote 
Russian provinces. 


Power Play 


Zhukov had always been the idol 
of the Red Army. Zhukov came to 
Moscow and summoned Red Army 
tank forces to surround the city, 
which they did. There were four 
armored divisions brought in. They 
surrounded the city and threatened 
to blow Beria and his secret police 
army sky high. Beria was seized, im- 
prisoned, and subsequently secretly 
shot for treasonable activities. 

Zhukov, as you may recall, then 
rose and was restored to full powers 
and finally emerged as Defense Min- 
ister. He not only was made Defense 
Minister but he was made a full 
member of the Presidium which is 
one of the highest ruling bodies in 
the Soviet system. He was the first 
professional army officer to be 
named to the Presidium in the entire 
history of the Communists in Russia. 
And in that role, as a Presidium 
member and as Defense Minister, in 
a showdown in the winter of 1956, 
within the Presidium, between Khru- 
shchev and Malenkov and Molotov 
and Kaganovich, and some of the 
others, it was Zhukov who again 
summoned the troops and kept 
Khrushchev in power after he had 
been outvoted in the Presidium. As 
you know, all of those people I men- 
tioned were subsequently purged. 
They weren’t shot, but they were 
disbursed and degraded and down- 
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graded. But despite this great service 
within Moscow, Zhukov mysteriously 
was axed himself, and since the sum- 
mer of 1957 he has been permanent- 
ly retired in a Ukranian village. In 
those two and a half years, no one 
has seen him, and, as far as our in- 
formation is concerned, he spent his 
time just wandering around the 
countryside. 

But mysteriously and suddenly, he 
appears that weekend in East Ger- 
many—in East Berlin—in full regi- 
mentals, the very week that Khru- 
shchev is in Paris clobbering the 
Summit Conference and a military 
alert was ordered in Poland and East 
Germany and Hungary, Zhukov, the 
exiled and permanently retired 
grand marshal of the Red Army, ap- 
pears in East Berlin in all his mortal 
glory and confers with Walter Ul- 
brecht, the top Communist of East 
Germany and the military command- 
er of the East German army, the 
second most powerful in Europe 
today. 

Now, as far as our people know, 
Zhukov left East Berlin before 
Khrushchev arrived there on Wednes- 
day or Thursday, whenever it was, 
of last week. Where he went and 
what he did other than these con- 
ferences is the information that they 
know and it’s seeped out to my level. 
Presumably, the Committee on For- 
eign Relations will go into it because 
the key members of the committee 
about this very significant develop- 
ment. 

I understand these Senators have 
been informed that our intelligence 
sources ascertained or that these Iron 
Curtain sources stated that Zhukov 
has been given a very important mis- 
sion in the Soviet Defense Ministry, 
and that he is now going to be back 
on active duty. How long and in what 
capacity remains to be seen. 


A Third Development 


Now, the third very significant de- 
velopment which has not been dis- 
closed, hasn’t been announced, as yet 
is that the Central Committee of the 
Soviet Communist Part has been sum- 
moned into a plenary session on July 
13—that is, around the middle of the 
month. This Central Committee is 
really the supreme ruling power of 
Russia, and it is supposed to be the 
policy-making body. Of course, in 
actual practice, its policies are the 
policies of the dictator of the Krem- 
lin, whoever he happens to be. Stalin 
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used the Central Committee when he 


loaded it with his henchmen—that is, : 


he loaded it and unloaded it as he 
used them and purged them—as a 
sounding board, and Khrushchev has 
more or less used it the same way. 

The last meeting of this Central 
Committee was in June of 1958 when 
a number of heads were officially 
lopped off. Now what this session in 
July portends, only Mr. Khrushchev 
presumably knows. It obviously is 
not going to be just to say “Hello, 
Nikita,” and “More power to you.” 
Nickie boy has got business on hand. 
Whether it is on the home front, the 
world front or both fronts, time will 
tell. 

Now, what the relations of all three 
things and certain others are, that I 
don’t feel free to talk about as yet. 
What are all these things, their rela- 
tion, what the answers are, presum- 
ably our people are trying to find 
out. Certainly the Senators are trying 
to find out. How much you will be 
told is anybody’s guess. In time, of 
course, some of this will come out. 
There are certain things that the 
newsmen know which, at the time 
they know for various reasons, are 
not publishable: first, because they 
are just as patriotic as these so-called 
officials who are huffing and puffing 
and wheeling and dealing and bung- 
ling and fumbling; and, also, be- 
cause when you don’t know exactly 
the source of certain information, 
there’s always a question that the di- 
vulging of it may compromise a very 
important source which, as you know, 
was the reason why Mr. Nixon was 
so violently assailed for disclosing at 
the time Khrushchev was over here 
that the FBI had tagged the two Red 
spies. Well, ladies and gentlemen, 
that was a very embarrassing dis- 
closure for the FBI because one of 
those people is still under scrutiny. 
When they spot somebody who is 
indulging in espionage or what ap- 
pears to be, they don’t always grab 
him for very obvious reasons. He 
may just be one link. So while poli- 
tics is one thing, the security of the 
country is something else—a hell of a 
lot more important, if you will par- 
don the word. 


The Presidency 


Turning to the presidential race, 
which is quite a turn, I will take up 
first the Republican contest which, on 
its surface, is apparently more or less 
signed, sealed and delivered. I say 





“apparently” for two reasons: First, 
Mr. Nixon is a very forceful and 
aggressive person. Mr. Nixon’s ambi- 
tion is great. He came up fast and he 
hopes to keep on going the same way, 
and, as of right now, I would say 
that the prize is his. On the other 
hand, nothing is ever certain in poli- 
tics except one thing—uncertainty. 

I am going to refer to Governor 
Rockefeller. He isn’t exactly resolute 
because if he had been a little more 
resolute in December he might still 
be in the running. Let me put it this 
way. Mr. Rockefeller (ED: His re- 
cent “manifesto” disspells any doubts 
of this) is still hopeful, and I will 
explain that by giving you a few sort 
of background manifestations. Com- 
ing out of Washington this morn- 
ing (May 25), in the NEW YORK 
TIMES and the WASHINGTON 
POST—and it may have been pub- 
lished here in the local papers— 
there was a story about a poll that 
was just taken in California by a 
private polling outfit which THE 
TIMES and POST stories said Mr. 
Nixon’s office said was a very reput- 
able concern. This poll was taken by 
what was described as anti-Nixon 
Republicans, and it showed Mr. Nixon 
running behind, by three or more 
percentage points, Kennedy and 
Stevenson. He ran ahead of Johnson, 
Symington, and others. 

Now that poll was instituted and 
there are other polls of the same kind 
being made by the same people in 
other key states, and presumably 
those results will be released every 
few days or so in the next couple of 
weeks or the next month. 


Very Alive 


This is a very carefully organized 
campaign. The public relations con- 
sultant who is masterminding this 
particular campaign is Tex McCreary 
who was one of the masterminds of 
the Eisenhower campaign in 1952. 
Tex is a newspaper man, you know. 
He is an old-time reporter who is 
married to Jinx Falkenberg, and he 
was for many years on the radio. He 
now has a very large and active pub- 
lic relations firm that is employed by 
the Rockefeller brothers. He was very 
active in the Governor’s December 
drive. He is masterminding these 
polls in key states—one from Ohio 
and one from Pennsylvania. These 
are being financed by Rockefeller 
supporters. I want to be very careful 
about saying “Rockefeller support- 
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ers” because I don’t want to imply 
that the Governor is financing it him- 
self because, actually, he doesn’t have 
to, for this reason. When Governor 
Rockefeller withdrew from the race 
last December—and I might add 
parenthetically, much to his regret-— 
there was left unspent something like 
$300,000 in various key centers. For 
instance, I know that in Washington 
there is $50,000 on deposit there to a 
Rockefeller campaign fund raised 
locally. All this money was raised 
locally. There’s some $300,000 of it. 
I understand some of it is up there 
in Minneapolis. I don’t know about 
Denver, but I know there’s a lot of 
it. There’s some of it out in Los 
Angeles and San Francisco. There’s 
quite a chunk of it in Chicago. 
Whether it’s this money that is being 
used for these polls or other money, 
I am in no position to tell you. I don’t 
know. But there are these polls. 

The purpose of these polls is to 
create the image that Dick can’t win. 
That’s what killed the late and very 
great Senator Robert Taft and some 
folks are hoping it will do the same 
politically to Mr. Nixon. 

Now, as I say and as you all know, 
many things happen in politics, and 
while right now I would say it is not 
likely that Mr. Nixon won’t get the 
Republican nomination, it is not at 
all impossible that he will miss it. 


Running Hard 


Later, I would like to tell you about 
what he has in mind about his run- 
ning mate. He’s even gone to that 
extent. He’s geared himself for a race 
in many ways. He’s even had news 
clips prepared for TV presentation 
in October. They have resurrected 
those news clips with old Mr. Khrush- 
chev shaking his finger at Nixon. 
After all, this lovey-dovey stuff was 
scarce. Up to that time, that hadn’t 
been in the campaign picture, but 
now we are presumably going to 
“rassle” it out again with Khrush- 
chev since this film, this videotape, 
is being prepared for the campaign 
that far ahead. 

Now, in the Democratic contest, 
you have a very intriguing back 
ground situation. That struggle has 
more or less jelled into three camps. 
I will try to explain. These camps 
have cross ties. They interrelate in 
one way or other politically and, in 
some instances, personally. There are 
sort of shoots from one to the other. 
But there are these three camps, and 


July 1960 


the only thing that I would say is 
certain about the Democratic presi- 
dential race is that whoever is the 
winner is going to have to have help 
from the other two camps. It is 
worth a lot more than what I am able 
to give you because there is nothing 
more important to you, to us, as 
Americans, and to the free world 
than this presidential race. So I will 
spend as much time as I can trying 
to explain this fascinating back- 
ground situation which is going to 
produce a Democratic nominee and 
possibly the next president. 


Kennedy Leads 


The most important or the “front 
running” campaign, let’s say (that’s 
a newspaper expression), at the 
moment, is that of Senator John 
Kennedy, particularly in light of the 
fact that his so-called youth has been 
raised. He is 43 years old—he was 
the other day or last week—and I 
would say if he hasn’t matured at 
the age of 43 he surely never will 
mature. So it seems to me, aside 
from his other qualifications, if any, 
that the question of whether he is 
too young is a little insipid. But then 
in politics, the more inane the issue 
raised, the further it goes sometimes. 
Irrespective of how old Mr. Kennedy 
is or isn’t, in the 30 odd years I have 
watched politicians and covered cam- 
paigns there have been few men that 
I have seen who were as tough and 
competent and effective as John 
Kennedy. Maybe I could illustrate 
that by a remark that Senator Hum- 
phrey made after the West Virginia 
campaign. He came back to Washing- 
ton, and at a press conference, after 
the questions were over and every- 
body was kind of relaxed and every- 
thing was off the record, somebody 
asked him just what did happen. He 
said, “To tell you very frankly, the 
guy just never outfumbled us.” 

In those seven primaries, ladies 
and gentlemen, the Kennedy people 
never made one mistake. I have 
covered a lot of campaigns and I 
want to tell you there’s a “blooper” 
sooner or later, and he could make 
them but he hasn’t so far. 

And he has something else. He had 
guts to do what Rockefeller now 
knows he should have done, and that 
is to do it the hard way, because 
Kennedy had no other alternative ex- 
cept to tackle the old party bosses in 
the primaries. Now Mr. Truman is 


absolutely right in saying that pri- 
maries are “hog wash” as far as more 
or less nailing down delegates. Mr. 
Kennedy won a resounding victory 
in West Virginia, but those delegates 
are largely from Lyndon Johnson 
until the boys decide that Mr. Ken- 
nedy may be the bandwagon and then 
they will break their necks getting on 
it. But, as of right now, they are for 
Johnson although Kennedy won the 
primaries. 

So, win, lose or draw, whatever 
happens in these final decisive weeks 
in which the real infighting will take 
place, the real maneuvering, the real 
wheeling and dealing, and where the 
real issue will be decided, one thing 
you can be sure of: nobody’s going to 
outslug, outfight, outmaneuver John 
Kennedy, and that’s saying a lot be- 
cause he is up against some awfully 
tough competition. 


The Second Camp 
That takes me to the second camp. 
That camp is what I call the 


Symington-Johnson camp, although 
there is no love lost between Johnson 
and Symington. Personally they 
don’t care for one another. There has 
been sort of a background of rivalry 
between them for a long time. John- 
son is a very forceful, dynamic, 
leader type. Symington kind of— 
well, he doesn’t exactly coast, but he 
kind of infiltrates. They are both on 
the Armed Services Committee. They 
both came to the Senate more or less 
around the same time, and there is a 
sort of personal rivalry between 
them, although between the men who 
are their managers, their chief ad- 
visors, there are a lot of ties. For 
instance, the dynamo of the Syming- 
ton campaign is Mr. Truman, and 
Mr. Truman’s second choice for the 
nomination is Lyndon Johnson. An- 
other illustration—one of the dy- 
namos of Mr. Johnson’s campaign is 
Speaker Sam Rayburn. Speaker Sam 
Rayburn’s second choice is Stuart 
Symington. You have this interlacing 
all the way through. Dean Acheson 
is for Lyndon Johnson first, Stu 
Symington second. Jim Farley, who 
is another Johnson man, is for Stu 
Symington as second choice. And 
here is a very interesting thing to 
keep in mind: very few of those peo- 
ple who are, one way or another, 
first or second are for either Kennedy 
or Stevenson. 


That brings me to the third camp, 
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and that’s Mr. Stevenson. Despite Mr. 
Stevenson’s disclaimers repeatedly 
he is very much a candidate. He says 
it will have to be a draft, but, at the 
same time, he is not doing anything 
to stop anybody from promoting 
him. 


Highly Available 


To illustrate: recently there was a 
meeting of the Democratic Advisory 
Committee. Mr. Stevenson is a mem- 
ber of that committee and he was in 
Washington. There was quite a gather- 
ing at the home of Senator Mike 
Monroney of Oklahoma who was a 
very ardent Stevenson supporter. He 
was his speaker and chairman of his 
Speakers’ Bureau in 1956. There was 
a great array of people there—a num- 
ber of Senators and some other party 
leaders, Butler, and some other peo- 
ple. And they decided to undertake 
the launching of a new “Draft 
Stevenson” movement. Right there, 
that evening, they put in a trans- 
Atlantic call to Governor David 
Lawrence of Pennsylvania who pro- 
fesses to be a Stevenson man, al- 
though, in my humble judgment, 
that’s just a cover. Just who he is 
for, I don’t know. He is not for 
Kennedy, although Lawrence is a 
Catholic. Lawrence says that wouldn’t 
go well in Pennsylvania. But he pro- 
fesses to be for Stevenson. Lawrence 
is now somewhere in the Middle East, 
perhaps Cairo. Anyway, they tried to 
reach him by trans-Atlantic phone 
last Sunday night to offer him the 
chairmanship of this new “Draft 
Stevenson” movement. 

Now, Mr. Stevenson was there and 
he said that he would do nothing to 
promote his candidacy. At the same 
time, he would not stop his friends 
from promoting it. So you can use 
your own judgment as to whether he 
is or isn’t in the running. 

It is a very interesting fact that 
there are important Stevenson people 
whose second choice is Kennedy. For 
example, one of the very vigorous 
militant Stevenson people, although 
he supported Humphrey for lack of 
anybody else in the primaries, is Joe 
Rowe who was head of the Americans 
for Democratic Action. Joe Rowe has 
now come out for Kennedy, although 
he still says he is for Stevenson if 
Stevenson has a chance. 


Many Ties 


You run across those ties all the 
way along. I was told also—one other 
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factor of note—that Bill Blair, who 
is Mr. Stevenson’s law partner, is a 
very strong Kennedy supporter now. 
I was told the other day from a pretty 
good source that at this Sunday night 
meeting Stevenson was asked. “In 
view of the fact that Bill Blair, your 
law partner, who is not at this 
gathering, has indicated, has let it be 
known, that he favors Kennedy if 
you are not going anywhere, is it 
likely that you would come out for 
Kennedy?” And Stevenson is re- 
ported to have replied, “I have no 
intention of doing that.” Now, wheth- 
er that meant now or later or just 
what he meant—that’s my informa- 
tion—is ambiguous. But he was 
quoted to me as having said, “I have 
no intention of doing it.” In other 
words, he could well be taking the 
position, “I am not slamming any 
doors.” 

What the outcome of this very im- 
portant and very involved Demo- 
cratic race will be is wholly a guess. 
Yours is as good as anybody’s. You 
will be reading a lot of stuff, a lot of 
reports, some of which are complete 
fabrications, some of which are just 
rumors, some of which may have 
some substance one day and the next 
day there might be nothing to it. This 
is going to be a very fast moving 
development. You have highly com- 
petent people. Kennedy, as I told 
you, is tough, and his pappa has 
$400 million, and is prepared to 
spend it as he already has in a sizable 
amount. And Mr. Lyndon Johnson is 
one of the most effective wheeler- 
dealers I have ever encountered in 
or out of politics. In the 30-odd years 
I have covered Congress, I have seen 
many majority and minority leaders, 
and none of them had the stature or 
the ability of Lyndon Johnson. When 
Lyndon Johnson goes into a fight on 
the Senate floor, he can tell you to a 
vote what’s going to happen, and I 
have never found him to be wrong. 
Win or lose, he knows exactly what 
every one of those Senators are going 
to do. And he’s backed with a lot of 
money—Clint Murchison. How do 
you figure he pays for all those 
planes floating around? You don’t 
fly around in Convairs for peanuts. 
You're all bankers; you know where 
that money comes from, what that 
costs. He’s got a lot of money and 
he’s highly competent. How compe- 
tent he is in the presidential race 
remains to be seen. I know that some 
of his people, Sam Rayburn, and 


some others, felt that they should 
declare themselves. In fact, they felt 
it so strongly that they were about 
to open their headquarters for a 
national Lyndon Johnson for Presi- 
dent campaign in the Ambassador 
Hotel in Washington up on 14th 
Street. It was to open today. They 
had their furniture in and their tele- 
phones. I know because I went in and 
saw it. Mr. Johnson pulled the chain 
on that one. He told Sam, “Look, 
you're going to ruin me.” He’s got it 
all figured out. It’s his fixed intention 
not to announce it until the day be- 
fore the convention. He says that 
Congress is going to quit around 
July 5th and the convention opens on 
the 11th, and he isn’t going to de- 


_ clare himself before then. It has cer- 


tain advantages and it has disadvan- 
tages. I am sure he has figured them 
out to his satisfaction. He doesn’t do 
things lightly. In the meantime, you 
will find him all over. 

While Mr. Symington is one of 
the nicest gentlemen you could pos- 
sibly meet and a gentleman in the 
real sense of the word, still I always 
feel about him something like that 
little refrain, “The little man on the 
stairs who wasn’t there.” Well, he 
is always sort of fading out. He is 
always for the right things, but, some- 
how or other, he just never gets any- 
thing done. He’s been talking the 
right things about defense for years, 
and, of course, nobody else has done 
anything either. At the same time, 
I don’t know and nobody knows, ex- 
cept maybe you folks who are going 
to do the deciding a few months 
hence. 

(Following the speech, there was 
a question from the floor to Mr. 
Allen, on who Mr. Nixon’s running 
mate would be if Mr. Nixon were the 
Republican nominee. Mr. Allen’s 
answer follows :) 


Nixon’s Choices 


Mr. Nixon has a chap working for 
him by the name of Herb Klein. He’s 
the city news editor or news editor 
of the San Diego paper. and he’s a 
very adroit and aggressive operator, 
and every Friday Jim Hagerty has a 
press conference—that is, a briefing. 
That’s the new designation. He dishes 
out the information in three cate- 
gories. There’s what you read over 
Sunday. That’s on the record. Then 
there’s the off- the-record information 
which is just more background in- 
formation. That’s what you read on 
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Monday or Tuesday, and it is at- 
tributed to “an authoritative source” 
or “it is known” or “it is reported” — 
that sort of stuff. Then there is what 
is called “non-attributable informa- 
tion.” This is the stuff you aren’t 
supposed to use. Well, at Hagerty’s 
briefing on May 20, Mr. Klein was 
asked that question you just asked 
me. “Who is likely to be Mr. Nixon’s 
running mate? who is he thinking 
of?” And placing that discussion in 
the untouchable category, Mr. Klein 
told them what I am going to tell 
you, and I feel free to do it because 
I don’t go to those briefings. Those 
who do, my colleagues, speak freely 
and so I don’t feel bound myself. 
When I go to a press conference or a 
briefing, | am bound, and I dot the 
i’s and cross the ’t’s. 1 consider my- 
self bound to every restriction. That 
I accept. But when I don’t go, any- 
thing I can get is in the public realm. 

What Mr. Klein told the boys was 
this: the Vice President has a num- 
ber of people in mind, but heading 
this list are three names. He has not 
made up his mind and won’t until 
the convention. He will await develop- 
ments. Each one of these men, as you 
will see, has certain personal at- 
tributes, geographic desirability, and 
other qualities. 

The first is Ambassador Henry Cabot 
Lodge. He fits into that picture very 
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FAMILY TEAM—In Braham, Minnesota, a father 
and two sons form the nucleus of a 12-member 
staff which operates The First National Bank, a 
$4.3 million dollar institution in a community of 
900. Posing for a photo at a teller’s cage in the 
bank’s.new quarters are, from left, George A. Ol- 
son, vice president; Oscar A. Olson, Sr., chairman, 
and Oscar A. Olson, Jr., president. 


well, and is first for the reason that 
he comes from the East Coast, Mr. 
Kennedy’s own state of Massachu- 
setts. He has been in the public eye as 
our UN representative for seven 
years, and is not noly a national 
figure but somewhat of a world 
figure. Also very important in Mr. 
Nixon’s esteem, as Mr. Klein pointed 
out, is that fact that when Rocke- 
feller started his drive last Decem- 
ber an effort was made to have Mr. 
Lodge declare himself for him. Mr. 
Lodge didn’t say No and he also didn’t 
say Yes. In other words, he pulled a 
Nehru, he went neutral. He said that 
as our ambassador to the UN, he did 
not feel he could engage in politics 
which is a very legitimate and proper 
position. So, out of gratitude, Mr. 
Nixon feels very warmly toward him. 
Those are three important things. 


An Ike Man 


The second man on Mr. Nixon’s 
list is the Secretary of the Treasury. 
Robert B. Anderson, and he is an 
Eisenhower man from his fingertips. 
As such, he would be a Southerner. 
He also stands very high with the 
business community, so I understand, 
although I have heard of some who 
don’t think so much of him. Inci- 
dentally, Mr. George Burns doesn’t 
think so well of him either. He used 
to be the chairman of the President’s 


Council of Economic Advisors. In 
fact, he thought so little of him that 
he quit. But also playing a very im- 
portant part, as Mr. Klein explained, 
in Mr. Nixon’s consideration of Mr. 
Anderson is the fact that Secretary 
Anderson is the most favored of the 
President’s cabinet members. He is 
the one man who carries the greatest 
weight with the President, especially 
in domestic matters and sometimes 
in other matters, especially when it 
comes to balancing the budget and 
knocking off missiles and Polaris 
subs, and things like that, irrespec- 
tive of the fact that Khrushchev is 
running amok. 


Morton’s Loyalty 


The third man on Mr. Nixon’s 
favored list is Senator Thruston B. 
Morton of Kentucky. Now Kentucky 
is a border state. It is Northern when 
it wants to be, and it is Southern 
when it is good politics to be South- 
ern. Mr. Barkley was from Kentucky. 
Mr. Morton has also been very loyal 
to Mr. Nixon in that he maintained a 
meticulous neutrality last fall when 
the Rockefeller threat appeared omi- 
nous. Finally, Mr. Klein explained 
that the Vice President consideres 
Mr. Morton a very effective cam- 
paigner. I am not sure just how he 
arrived at that judgment, but if Mr. 
Nixon has it that’s his opinion. END 











NEW BUILDING of The First National Bank of 
Braham, is said to be the first commercial structure 
in the Upper Midwest having complete electric 
heating. The brick-front, blue-trimmed building 
has 8,000 square feet of floor space on two levels, 
including a community room. A parking lot and 
drive-in window are among the features. 
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BY G. HAROLD KING, JR. 


Banking in the Sixties 


Businesses, communities and govern- 
ments do not remain steady. They 
are constantly changing for better or 
for worse, and we are all engaged 
whether we realize it or not, in 
changing our country. A lack of action 
by some permits others to have more 
than proportionate strengths. Indivi- 
dual responsibility is clearly a duty 
in our democratic society. 

Nathan Hale gave a struggling, 
young nation a credo to live by when 
he said, “I regret I have but one life 
to give to my country.” But his ne- 
phew Edward Everett Hale, stated a 
far more practical everyday philos- 
ophy when he said, “I am only one 
man, but I am one man. I can’t do 
everything, but I can do something; 
and what I can do I ought to do, and 
what I ought to do, by the grace of 
God, I will do.” I am quite sure that 
quite a few people in this room prac- 
tice this philosophy, and I believe 
we should commend it to all. 


Vital Credit 


Before my appointment to the Fed- 
eral Reserve Board, my experience 
with banks had been mainly as a 
depositor and a credit user. I have 
seen at first hand how vital credit is 
to a growing business. While many 
industrial enterprises have been built 
mainly out of retained earnings, this 
method of growth, if relied on en- 
tirely would seriously retard indus- 
trial progress. Much of our techno- 
logical advancement as a nation has 
been due to the existence of a highly- 
developed credit and banking struc- 
ture to mobilize financial resources 
and direct them to those who can use 
them profitable. 

The availability of credit for meet- 
ing seasonal needs is a factor of 
great importance to most businesses. 
The contribution of such seasonal 
borrowing to efficient business oper- 
ations is often overlooked or under- 
estimated because it is so common- 
place. 

Even more important is the con- 
tribution which credit can make to 
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economic growth and technological 
advance. If any of us is inclined to 
the conclusion that our economy is 
getting old and losing its momentum, 
he need only be reminded of the 
meteoric rise in the last few years of 
many dynamic new businesses, par- 
ticularly in electronics, to realize how 
important to our progress is the man 
with a new product or process and 
the courage of his convictions. In 
order for the potential of these bud- 
ding entrepreneurs to be realized, 
access to outside funds is a necessity. 

Since assuming my Federal Re- 
serve duties, the position from which 
I observe banks and appraise their 
actions has been greatly altered. 
Naturally, I am still concerned with 
the problems of the individual bor- 
rower and with the manner in which 
the banker manages his business. But 
as a public servant, my present con- 
cern with bank credit and bank de- 
posits is with their influence on the 
over-all functioning of the economy 
and on the economic welfare of all 
our citizens. 

As you are aware, the major func- 
tion of the Federal Reserve System 


* 





is to influence, through regulating 
the availability of bank reserves, the 
capacity of the banking system to 
create bank credit and money—and 
through this to promote high and 
growing levels of employment and 
production, relatively stable prices, 
and a stable currency. This requires 
that the creation of new credit and 
money be kept in balance with our 
nation’s capacity to produce. Experi- 
ence has taught us that excessive 
credit expansion leads to inflation 
while too little would hamper our 
growth and our prosperity. 


The Major Function 


The principal function of commer- 
cial banks, as distinguished from the 
Federal Reserve, is to allocate the 
available supply of bank credit 
among the various competing users. 
Under our competitive free enter- 
prise economy, we rely partly on 
changes in interest rates on borrowed 
funds to bring the demand and supply 
of loanable funds into balance, and 
to allocate that supply among the 
various potential users. In effect, this 
means that funds generally get allo- 
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Governor King gave this address 
before the IBA’s convention in 
Denver. He is the newest 
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president of the King Industries, 

a lumber firm, in Canton, 
Mississippi, and is well known 
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cated to the most profitable uses since 
they will go to those borrowers able 
and willing to pay the rate that 
brings supply and demand into bal- 
ance. 


Ways and Means 


In many markets, including the 
market for bank loans, we are all 
aware that prices are not completely 
flexible but are characterized by 
rigidities which limit their effective- 
ness in performing their economic 
function. In the market for bank 
loans, some of these rigidities are in- 
stitutional in nature, reflecting pos- 
sibly the banker’s reluctance to de- 
part from traditional rates, individual 
customer relations, which I think is 
very important, or his desire to avoid 
the administrative complications of 
frequent rate revisions. Some of these 
rigidities, particularly at current rate 
levels, also result from usury law 
ceilings and other statutory limita- 
tions. As a result of these rigidities, the 
banker exercises considerable discre- 
tion in allocating funds among the 
various applicants for loans. Deci- 
sions as to which potential borrowers 
will be able to obtain funds and in 
what amounts are matters not solely 
of price but also of human judgment 
—your judgment. 

As you know, you bankers, there- 
fore, have a great responsibility. How 
you carry out this responsibility has 
a great deal to do with the amount 
and direction of growth in our na- 
tional economy and the vigor of the 
competition among its component 
free enterprises. In recent years, this 
responsibility has grown. The amount 
of discretion exercised by the banker 
has increased. For in this period, 
there has been a substantial reorient- 
ation in the lending position of most 
banks. Unlike the situation generally 
prevailing since the early 1930's, 
when banks had abundant funds to 
lend, the available supply of bank 
credit in the last year or so has 
fallen considerably short of the de- 
mand of prevailing interest rates. 


Two Developments 


Two related developments under- 
lie this dramatic shift in the avail- 
ability of bank credit relative to con- 
tinuing strong demands. One of these 
is the continuing exercise by the Fed- 
eral Reserve of effective control over 
the creation of bank credit, particu- 
larly since the “pegged” Govern- 
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ment bond market ended with the 
Treasury-Federal Reserve Accord of 
1951. The Federal Reserve and the 
monetary policy in this country 
entered a new era as of that time. 
That was a step taken to attempt to 
preserve the purchasing power of our 
money. From 1932 until the time of 
the Accord in 1951, bank credit in- 
creased at an average annual rate of 
more than 7 per cent as a result, 
first, of anti-depression actions and 
later as a result of heavy deficit 
financing of the war through the com- 
mercial banks. In contrast, credit 
growth since the Accord in 1951 
when monetary restraints have been 
flexibly applied has been at an aver- 
age annual rate of less than 5 per 
cent. I think the exact figure is 4.6 as 
close as statistics will compile such 
figures. 


The other major development has 
been a sharp drop in bank liquidity 
as banks have adjusted to monetary 
restraint by disposing of a large part 
of the vast accumulation of the U. S. 
Government Securities which they 
held at the end of World War II. 
During most of the postwar period, 
commercial banks have had available 
for loans not only a large part of the 
new deposits generated during this 
period, but also the proceeds of, an 
extensive liquidation of their Govern- 
ment securities holdings. As a result, 
banks have had sufficient funds to 
meet the demands of most of their 
credit-worthy borrowers, if not all. 


In the process of reducing hold- 
ings of Government securities and 
expanding loans, commercial banks 
have raised substantially their ratios 
of total loans to total deposits. While 
great significance might not or should 
not be attached to any single ratio, 
it is interesting to note that the 
loans-to-deposits ratio has risen rap- 
idly over the postwar period—from 
a wartime low of 17 per cent in 1944 
to a high of 56 per cent at the end 
of April of this year. At New York 
City banks, this ratio has moved near 
70 per cent for the first time in three 
decades, and is now approaching the 
average of the 1920’s when I believe 
we all feel loan ratios were relatively 
high. The ratio for country banks, 
which is the lowest of any class of 
member banks in our Federal Reserve 
System, is now above 50 per cent, a 
level considered relatively high, even 
by many city banks just a few years 
ago. 


At these levels, many banks have 
reached or are rapidly approaching 
what they regard as their loan ceil- 
ings—a point at which they consider 
themselves “loaned up” and beyond 
which they are no longer willing to 
expand loans at the expense of fur- 
ther liquidation of investments. Many 
other banks, if recent rates of loan 
expansion continue, will doubtless 
run into loan ceiling problems in the 
foreseeable future. 


Ultimate Loan Limits 


We are all aware that many banks 
in recent years have revised from 
time to time their standards of an 
appropriate ceiling on loans in rela- 
tion to their other assets or to their 
deposits. Further revisions could be 
made in the future; but I would like 
to emphasize the fact that within the 
limits set by liquidity needs and pru- 
dent regard for the safety of the 
depositor’s funds, these standards 
cannot be stretched indefinitely. At 
some point, there is an ultimate limit. 
On the basis of the information avail- 
able to us, there is reason to believe 
that such a limit already has be- 
come a reality for a large number of 
commercial banks. 

As banks have reached or ap- 
proached this limit, they have been 
forced to reorient their loan policies, 
as I am sure you know, and to re- 
vise their procedures for loan admin- 
istration with loan demands contin- 
uing high and available funds short 
of the amounts needed to meet the 
requirements of all credit-worthy 
borrowers, banks have found it neces- 
sary to establish priorities on types of 
loan demand they will try to satisfy, 
to establish new standards for deter- 
mining borrower eligibility, to select 
measures for restraint on lending ap- 
propriate for each type of loan, and 
to tighten internal loan administra- 
tion to insure that these policies are 
made effective. 

Over the past few months, holdings 
or real estate loans at weekly report- 
ing member banks have declined 
moderately and holdings of loans to 
brokers and dealers other than Gov- 
ernment security dealers have de- 
clined by one-third. Although some 
banks have been de-emphasizing con- 
sumer loans in their advertising and 
have become more selective in ex- 
tending consumer credit, the volume 
of consumer loans has continued to 
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rise, but at a somewhat slower pace 
than last year. 


Top Priorities 


Meeting the legitimate credit needs 
of commercial, industrial, and agri- 
cultural customers, however, appar- 
ently continues to receive top pri- 
ority among commercial banks. The 
extension of short-term credit to 
finance the flow of goods through the 
various stages of production and dis- 
tribution traditionally has been a 
major function of commercial banks. 
In recent decades, banks have also 
extended moderate amounts of credit 
on somewhat longer maturities to fi- 
nance investment in plant and equip- 
ment where regular amortization of 
the loan out of income or alternative 
financing was reasonably assured. 
This source of credit is particularly 
important to smaller businesses 
whose alternative sources of long- 
term financing are much more limited 
than those of larger. businesses. 

In reappraising loan policies and 
in reshaping loan portfolios, it is 
natural to expect that bankers will 
give primary consideration, as they 
have in the past, to safeguarding the 
funds of their depositors and realiz- 
ing a satisfactory level of earnings 
for their stockholders. Their respon- 
sibilities, however, extend beyond 
these traditional lines today. Bankers 
also have a responsibility to allocate 
credit equitably and constructively so 
as to promote the growth and pros- 
perity of the country as a whole. 

The way in which you carry out 
this responsibility may have as great 
a bearing on the growth, prosperity, 
and vigor of our economy as the 
total volume of credit made available. 
As funds for loans become limited, 
you will undoubtedly tend to give 
first consideration to the needs of old 
and established customers. But let us 
not forget the new man in business 
with an idea and some capital who 
is willing to risk his ability and his 
capital for the prospect of successful 
enterprise and fulfillment of an 
economic need. Out of such begin- 
nings, many of them very small, has 
come the drive which has contributed 
so much to the industrial pre-emi- 
nence of America. 

In the past, we know of many in- 
stances where the banker has provided 
important assistance to relatively new 
ventures to help them through the 
difficult early stages of growth until 
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they became established. When funds 
available for loans were plentiful, 
as they have been over most of the 
past three decades, bankers had ap- 
preciable incentives to undertake the 
additional effort needed to make 
bankable loans to new and sound 
businesses—and to provide the advice 
and counsel needed to launch them 
on the road to a healthy growth and 
development. 


Less Risk-Taking 


When the demand for credit is high 
relative to the supply, the incentive 
to take these risks and make these 
additional efforts naturally tends to 
diminish. This I hope you resist 
within the limits of sound banking. 
It is important that you continue to 
reserve a part of your available funds 
to meet the needs of promising new 
enterprises and feel responsible for 
seeing that these funds are wisely 
used. This is especially true, I think, 
for the members of this group who, 
because of their size and their status, 
are in such an excellent position to 
make contact with promising young 
businesses and to appraise their pros- 
pects on the basis of direct knowl- 
edge and experience. 

In the decades ahead, the chal- 
lenge to you in fulfilling this respon- 
sibility will be even greater than it 
is now. If our country experiences the 
growth that many now foresee, credit 
demand will continue to rise. In the 
vigorously expanding economy we 
confidently expect, growth in bank 
credit and money must continue to be 
kept in balance with our productive 








“Anything interesting happen at the 
bank today, John?” 


capacity. The supply of bank credit 
will continue to require careful and 
judicious allocation, and the way in 
which you allocate that credit will 
influence economic growth. 

Our gross national product—and 
I really don’t like to deal in these 
figures and statistics very often, but, 
at times we must listen to a few of 
them—which now is at an annual rate 
of about $500 billion, is expected to 
reach $750 billion at present prices 
by 1970. That is almost unbelievable. 
The surge in births during the war 
and the immediate postwar period 
will result in expanding our labor 
force, according to estimates, at an 
annual rate of 1.5 million in the latter 
half of the present decade compared 
with a recent growth of 800,000 per 
year. In the last half of the present 
decade—just think of it—from 1965 
to 1970, we will be adding 114 mil- 
lion people to our labor force com- 
pared with a recent growth of 800,000 
per year! These figures are astound- 
ing. The stock of plant and equip- 
ment required for each person in the 
private labor force, which now aver- 
ages about $10,000, might rise—in 
fact, it probably will rise—and some 
estimate it will rise approximately 
by 25 per cent over the decade. This 
would mean an increase of more 
than 50 per cent in total domestic 
investment. Thus, there is every pros- 
pect that in the decade ahead, the 
administration of bank loan_port- 
folios in the interests of the whole 
economy will require greater wisdom 
and courage than at any time in the 
past. 


Responsibilities 


How can commercial banks best 
prepare themselves to meet this chal- 
lenge of the next 10 years? It seems 
to me that bankers will need to take 
a careful look at themselves and at 
their institutions, and re-examine all 
they do and all for which they stand. 
The responsibility lies with the 
banker to see that his institution is 
in step with the times. Specifically, 
the following appear to be important 
steps in such a review. 

First, commercial banks should re- 
examine their goals and objectives. 
You could ask the question: Are the 
traditional commercial bank goals of 
sound assets, good earnings, growth, 
and prestige adequate for this critical 
era of international competition, ex- 
ploration of outer space, and concern 
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for full employment and high living 
standards? Perhaps these are not ade- 
quate. Bankers might set their sights 
in relation to a wider horizon, taking 
account of their broad responsibilities 
not only to their communities but to 
the national economy as well. Of 
course, many already do this. I be- 
lieve it is desirable for all bankers to 
take this attitude because it is only 
to the extent that private enterprise 
continues to demonstrate its superior- 
ity in satisfying the wants of man- 
kind that the demands for a greater 
role of government in the economy 
can be successfully resisted. 

Second, commercial banks should 
give increased attention to the groom- 
ing of future officers. | don’t think 
this is true of any one group of banks, 
of any one size, or any one type. I 
think it is true of all banks today. 
The future, | am confident, will place 
a premium not only on intelligence 
but also on the ability to see the 
broader issues facing our society. 
Preparation for adequate manage- 
ment succession could conceivably 
play a major role in preserving the 
position of the independent banks in 
our commercial banking system. 

Finally. it will continue to be im- 
portant in the future as in the past 
that commercial banks make adequate 
provision for their own liquidity and 
provide a strong capital base that will 
justify and support the continued as- 
sumption of risks. 

I feel confident that if the Ameri- 
can commercial banking system gives 
itself an objective review, grooms 
farsighted executives, and equips 
itself with adequate capital and 
liquidity cushions, it will not only be 
able to meet the great challenge of 
the decade which lies ahead, but will 
keep the faith with those who laid 
the foundation for our United States. 


END 


1961 AIB Meet 
To Be in Seattle 


The 59th Annual Convention of the 
American Institute of Banking, edu- 
cational section of the American 
Bankers Association, will be held in 
Seattle, May 29 - June 2, 1961. The 
invitation for next year’s convention 
was extended at the opening session 
of the Institute’s 1960 Convention in 
the Statler Hilton Hotel in Boston 
May 30. 
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AT THE HELM of the Minnesota Bankers Association for the 
coming year will be, from left: G. N. Reppe, president, chair- 
man and president of the First National Bank of Grand Mea- 
dow; P. R. Kenefick, vice president, president of the National 
Citizens Bank of Mankato; C. J. Elsenpeter, treasurer, presi- 
dent of The First National Bank of Walker; and Kenneth A. 
Wales, executive secretary, Minneapolis. The MBA’s conven- 
tion was held in Minneapolis June 7-8. 








Wilson Resigns As 
Bank Dept. Head 


Alonzo L. Wilson resigned as 
Michigan state banking commission- 
er June 15. He notified Governor G. 
Mennen Williams of his resignation 
June 1. 

Governor Williams had called for 
Mr. Wilson’s resignation from the 
$10,500 a year post after he had 
approved opening a trailer-branch of 
the Empire State Bank in Traverse 
City. Testimony in court action 
brought by two other Traverse City 
banks showed Mrs. Wilson owned 
substantial stock in all three banks 
involved. 

A permanent injunction against 
re-opening the trailer-branch was 
granted May 26 by Ingham County 
Circuit Judge Marvin L. Salmon who 
said the Banking Department had 
“clearly abused its discretion” in 
approving the branch application. 

Mr. Wilson, who was appointed 
banking commissioner in 1957, said 
he had no immediate plans other 
than managing his farming interests 
in Scottville and Traverse City. 


Texas Bank School 
To Be Held in July 


The Fort Worth Clearing House 
Association has undertaken joint 
sponsorship of the Southwestern 
Graduate School of Banking at South- 
ern Methodist University with the 
Dailas Clearing House Association 
and SMU, according to an announce- 
ment from both clearing houses and 
the Dallas university. 

One of five advanced schools for 
bank officers in the nation, the South- 
western Graduate School of Banking 
was established by the Dallas Clear- 
ing House Association and SMU in 
order to meet the need for specialized 
post-graduate commercial and trust 
banking training in the Southwest. It 
held its first two-week summer ses- 
sion at SMU in 1958. 

The SWGSB offers a three-year 
course to men and women bank of- 
ficers. The coming term, which will 
begin July 17 and conclude July 30, 
will see a total enrollment of more 
than 400 and the School’s first gradu- 
ating class of 170. 
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Faith, South Dakota — The 
Farmers State Bank of Faith recently 
: celebrated its 
50th anniversary, 
according to Mrs. 
Francys M. Nas- 
lund, president. 
The bank opened 
May 1, 1910, pre- 
ceding the organ- 
ization of the 
town by two 
months. The 
Farmers State Bank survived two 
other banks which closed, and con- 
solidated with a third, the Stockmens 
State Bank, in 1925. 

Mrs. Naslund’s late husband, Ar- 
thur L. Naslund, served in the bank 
from 1916 until the time of his death 
in 1949 when Mrs. Naslund became 
president. 

When the Farmers State Bank 
opened in 1910, it had assets of $10,- 
000. It now has assets of over $3 mil- 
lion. 





MRS. NASLUND 


Barron, Wisconsin—The Bank 
of Barron observed its 75th anniver- 
sary May 7 with an open house. 

The bank began as a private insti- 
tution in 1885 under the name of 
the Bank of C. D. & J. F. Coe. It was 
incorporated as a state bank two 
years later. 

In 1930 the bank sold 90 per cent 
of its shares outstanding to Wiscon- 
sin Bankshares Corporation, but re- 
purchased them in 1935. The bank 
today is entirely home-owned and 
managed. 

J. C. Rockman is now president. 
A. P. Stebbins is vice president, Jal- 
mer Viitanen cashier and M. B. 
Johnson acting cashier. 

The bank had deposits of $43,000 
in 1891, and now has over $3 million. 
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Englewood, Colorado—Three 
businessmen of the Denver area, two 
of them former mayors of Englewood, 
have been named directors of the 
Englewood State Bank. 

The new directors are: Robert F. 
Frantz, manager, Englewood Lumber 
Company; Richard J. Purcell, secre- 
tary, Financial Industrial Fund, Inc., 
and Donald A. Davidson, president, 
Davidson Chevrolet Company. 

Mr. Frantz and Mr. Purcell are 
former mayors of Englewood. Mr. 
Frantz is also president of the Engle- 
wood Chamber of Commerce. 





STYLISH RIBBON-CUTTING 
to open a new office of the 
Rapides Bank and Trust Com- 
pany of Alexandria, Louisiana 
was done by Miss Mary Calder- 
wood Bolton, great grand- 
daughter of the bank’s found- 
er. On her left is her father, 
Rapides President Robert Bol- 
ton. More than 10,000 people 
attended the May 21 open 
house. 











New York, New York—Dr. E. 
Sherman Adams, deputy manager of 
the American 
Bankers Associa- 
tion’s staff for 
the past seven 
years, has been 
named deputy 
manager and di- 
rector of the de- 
partment of eco- 
nomics and re- 
search, a new 
ABA body which will coordinate 
other committee activities. The new 
department will bring together the 
ABA’s economic policy commission, 
the committee for economic growth 
without inflation, the research coun- 
cil and the advisory committee on 
special activities. The department of 
monetary policy has been abolished 
under the new organization. 


DR. ADAMS 


Peshtigo, Wisconsin — The 
north central division of the National 
Association of Bank Women recently 
announced the election of four Wis- 
consin women to membership. 

They are: Miss Elizabeth M. Arndt 
of the First National Bank of Wis- 
consin Rapids; Mrs. Leone E. Davis, 
of the First National Bank of Ap- 
pleton; Mrs. Lorraine Golembiewski 
of the Wisconsin State Bank of Mil- 
waukee; and Mrs. Priscilla Lane of 
the First American State Bank of 
Wausau. All are assistant cashiers. 


Beverly Hills, California—Net 
operating earnings of the City Na- 
tional Bank of Beverly Hills for the 
first quarter were $213,847, an in- 
crease of 98 per cent over the $107,- 
980 earned for the first quarter of 
1959, according to Alfred Hart, pres- 
ident. 
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Long Prairie, Minnesota—Mr. 
and Mrs. Robert D. Beery observed 
their golden wedding anniversary 
June 8 with their son and daughter- 
in-law, Mr. and Mrs. Harold Beery, 
also of Long Prairie, who were cele- 
brating their 25th anniversary. 

Robert Beery was Minnesota Com- 
missioner of Banks under two gover- 
nors, and was also the first secretary 
of The Independent Bankers Associa- 
tion. 
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Fowler, Colorado—Park H. 
Jones, cashier and director of the 
Colorado Commercial and Savings 
Bank of Colorado Springs, has pur- 
chased controlling interest in the 
First National Bank of Fowler from 
J. M. Downing. The sale was handled 
by the Charles E. Walters Company, 
Omaha, Nebraska. 

Mr. Jones, a native of Kansas and 
a veteran of four and a half years’ 
service in the army, joined the Colo- 
rado Commercial Bank in 1945. He 
had been president of the Admire 
State Bank of Admire, Kansas. 

Mr. Downing has accepted a posi- 
tion with the Security National Bank 
of Reno, Nevada and will move there 
with his family. 


te 
Dallas, Texas—W. W. Overton, 


Jr., chairman of the board of Texas 
Bank and Trust Company, recently 
attended two meetings with interna- 
tional overtones. 

One was a luncheon in New York 
with French President Charles De 
Gaulle during his recent state visit to 
the United States and Canada. 

During the other meeting he served 
as a member of a subcommittee on 
South and Central American rela- 
tions. The committee was a guest of 
Senor Agustin Legorreta, director- 
general of the National Bank of 
Mexico. 


Jacksonville, Florida—tThe Bar- 
nett National Bank of Jacksonville 
has arranged for the sale of its fire 
and casualty insurance premium fi- 
nancing business to Afco, a New 
York insurance firm. 

The announcement of the $12 mil- 
lion sale was made jointly by Frank 
W. Norris, Barnett board chairman, 
and by George Faunce III, Afco 


president. 
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NEW OFFICERS of the Pennsylvania Bankers Association who 
took the reins July 1 are, from left: William A. Huff, Jr., Holli- 
daysburg Trust Company who is the new PBA president; Don- 
ald Z. Wade, president of The Bank of Matamoras, PBA vice 
president; John S. Bycroft, Jr., board chairman, The McDowell 
National Bank of Sharon, PBA treasurer; and Belden L. 
Daniels of Harrisburg, PBA executive manager. The new of- 
ficers were elected at the 66th annual convention in Philadel- 
phia May 16. 





IS YOUR 
BANKERS 
BLANKET BOND 
ADEQUATE 
TODAY? 


BANKERS BLANKET BOND ST. PAUL FORM No. 24 
ALL COVERAGES IN STANDARD FORM — AND MORE 







Extended coverages, nationwide claim serv- 
ice, prompt settlements make St. Paul Form 
24 Bankers Blanket Bond the most up-to-date 
form of bank protection. All the necessary 
insurance against losses, which present bank- 
ing security requires to protect bank share- 
holders, is provided in this all-in-one Bankers 
Blanket Bond. 
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St. Louis, Missouri—James L. 
Sharp, vice president of the First Na- 
tional Bank in St. Louis, has been ap- 
pointed chairman of the newly-cre- 
ated Regional Export Expansion 
Committee of the U. S. Department of 
Commerce. 


Mr. Sharp, who is in charge of the 
bank’s foreign department, was 
named to his new post by Secretary 
of Commerce Frederick H. Mueller. 

The committee will serve a seven- 
state area which includes Arkansas, 
Missouri, Illinois, Indiana, Kentucky, 
Tennessee and Mississippi. 

Its objective is to “enlist the sup- 
port of organizations and executives 
in alerting the business community to 
new opportunities provided by grow- 
ing interest abroad in American prod- 
ucts and overseas prosperity.” 


A $200,000 REMODERNIZATION at the Wi- 
nona (Minnesota) National and Savings Bank 
resulted in this gleaming result. Two walk-up 
windows adjacent to the garage provide added 
customer convenience. Below, one of the eye- 





New York, New York—The di- 
rectors of the J. Henry Schroder 
Banking Corporation and Schroder 
Trust Company announced the ap- 
pointment of Peter C. A. Carpenter, 
R. Canon Clements and John I. How- 
ell, formerly assistant vice presidents, 
to vice presidents of both banks. 


Chicago, Illinois — Charles D. 
Turgrimson has joined the LaSalle 
National Bank as trust officer and as- 
sistant secretary, it was announced 
by Harold Meidell, president. 

Mr. Turgrimson previously was 
with a Chicago securities firm. He is 
a graduate of the University of Wis- 
consin and served as a _ lieutenant 
commander in the navy during World 


War II. 


million. 





Harvey, Illinois—Henry J. Van 
Der Giessen, 45, director of the First 
National Bank in Harvey, died June 
4 from burns sustained in an acci- 
dent six weeks earlier. 

At the time of his death, he was 
president of the village of South Hol- 
land, and held positions in a number 
of civic, fraternal and charitable or- 
ganizations. 

€ 


Wichita, Kansas — Duane T. 
Smith, president of the Union Stock 
Yards National Bank, has announced 
the opening of a new drive-in facility. 

The first of its kind in the city and 
part of a $200,000 modernization and 
expansion program, the new facility 
features two drive-up windows, a 
walk-up window and a night deposi- 
tory. 


catching features of the new interior is a 
lion’s head which spouts water into a lighted 
pool. The bank has deposits of over $12 








Today, no one challenges the cor- 
rectness of the expression, “‘Pho- 
ny as a $3 bill.” But during the 
years when states and individual 
banks issued their own currency, 
$3 bills were in circulation. Here 
S. J.. Kryzsko, president of the 
Winona bank, shows a reproduc- 
tion of $3 bill to a depositor, Dr. 
C. A. Rohrer, Winona dentist. 
Facsimiles of the now-defunct 
currency provide the theme for 
wallpaper in the bank’s board 
room. 
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Stanford, Montana—N. B. Mat- 
thews, president of the Basin State 
Bank of Stanford, 
has announced a 
contract has been 
let to build a li- 
brary for Stan- 
ford and Judith 
Basin County in 
memory of his 
wife, Loretta. 
Mrs. Matthews 
was a charter 
member of the Stanford Women’s 
Club which started the first library 
in the community. The library was 
first housed in city hall and is now 
in the courthouse. 

The new library building will be of 
Roman brick modern. Mr. Matthews 
will furnish the building and ‘the fix- 
tures, and the county will provide 
the site and the maintenance. 

Mr. Matthews is a director and 
past president of The Independent 
Bankers Association. 


MR. MATTHEWS 


Sisseton, South Dakota—The 
Roberts County National Bank cele- 
brated its move to new quarters 
with an open house June 4, according 
to A. W. Powell, president. 

The bank moved into the first floor 
of a new two-story building May 15. 
Among the features of the new quar- 
ters are a 20-car parking lot, a drive- 
up window and a drive-up night de- 
pository. 

A mural by John S. Wilson and 
Gordon Haug which depicts early 
trading posts, Fort Sisseton and other 
points of interest in the colorful Co- 
teau des Prairie region highlights the 
interior decor. 





4,000 YEARS OF HISTORY are told in coins, currency and 
artifacts by the National Bank of Detroit’s Money Museum. The 
plaque on the entrance panel is a reproduction of the decad- 
rachm of Syracuse, issued about 400 B.C. 





Chicago, Illinois—Eugene F. 
Cronin, president of the Ashland 
State Bank since its organization in 
1954, retired after 53 years in Chi- 
cago-area banking on April 30. 


He had been president of the 
Northern Cook County Bankers Fed- 
eration and a member of the board 
of governors of the Chicago Chapter 
of the Illinois Bankers Association. 
His first connection in banking was 
with the First National Bank of Chi- 
cago in 1907. Prior to joining the 
Ashland Bank he was vice president 
of the River Forest State Bank. 
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MAXIMUM STACK SPACE was achieved by functional design 
in this new auto bank facility of the Security State Bank of 
Turlock, California. The installation has two drive-up units 


and a walk-up window. 


July 1960 
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Dallas, Texas—Oscar C. Linde- 
mann was recently elected senior vice 
president of the Texas Bank & Trust 
Company, according to C. B. Peter- 
son, Jr., president. At the same time, 
Harvie Chapman was appointed di- 
rector of public relations. 

Mr. Lindemann had been with Dal- 
las financial firms, but had been as- 
sociated with the Texas Bank from 
1951-1957. Mr. Chapman had been 
with an advertising agency in Shreve- 
port, Louisiana since 1954. 


Nashville, Tennessee—Sam M. 
Fleming, president of the Third Na- 
tional Bank of Nashville, has been 
proposed as a candidate for the vice 
presidency of the American Bankers 
Association. The resolution urging 
Mr. Fleming’s nomination was adopt- 
ed by the Tennessee Bankers Associa- 
tion at the groups annual convention 
in Chattanooga. He has also been en- 
dorsed by the Alabama and South 


Carolina Bankers Associations. 
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SHINING IN ALL DEPARTMENTS is matter-of-fact in Texas, 
and things are no different at the new Longview National Bank. 
The bank boasts its own flag (flown with the Stars and Stripes 
and the Lone Star ) traffic signals for the four drive-in windows, 
and an air-conditioned parking lot waiting room. Open house 
was held May 21-22. V. A. Clements is president of the bank 
which was founded in 1912. 





A REMINDER of the citizens’ responsibility to vote was this 
parrot in the lobby of the Commercial Bank at Daytona Beach, 
Florida. Allan T. Partson, left, executive vice president, and 
Richard F. Livingston, president, said the sign attracted con- 
siderable comment during the recent Florida elections. 





GRACEFUL STYLING is achieved by the use of a hyperbolic 
roof on the new Bank of Highland Park, Illinois. Large glass 


expanses provide a view of the bank’s exterior from the street. 
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Fairland, Indiana—Hayes Mc- 
Fadden, president of The Fairland 
National Bank for the past 21 years, 
died April 30. He was 69. 

Mr. McFadden had been a director 
of the bank several years before be- 
ing appointed president. He was in- 
active in the bank, and after retiring 
as a farmer, devoted his time to his 
gun collection and to community 


affairs. 
a 


Oradell, New Jersey—Robert H. 
Bean, a former Boston banker, died 
here May 4 at the age of 83. 

He had been president of the 
American Institute of Banking, the 
educational section of the American 
Bankers Association and chairman of 
its executive council in 1915-1916. 


Mr. Bean entered banking as a 
messenger in 1898. He served in two 
banks before organizing the South 
Trust Company, Boston, of which he 
became vice president and treasurer. 
In 1915 he became secretary and 
managing officer of the Casco Mer- 
can tile Trust Company, Portland, 
Maine, and also acted as vice presi- 
dent and treasurer of the Cumberland 
Shipbuilding Company. 

He became secretary and executive 
manager of the American Acceptance 
Council at its inception in 1919, serv- 
ing until its dissolution about 1939. 
During World War II he was with 
the Wright Aeronautical Council. 











CLASSIFIED ADS 


HELP WANTED 


Experienced young man for Opera- 
tions Department in Independent Bank 
in Southern California—Good starting 
pay, fringe benefits and opportunity 
for advancement. Box 7, c/o The Inde- 
pendent Banker, P.O. Box 267, Sauk 
Centre, Minnesota. 


WE NEED BANKERS 


of all skills and experience for posi- 
tions now available. Write to us for 
details in absolute confidence. BANK 
PERSONNEL CLEARING HOUSE and 
Employment Agency, 503 N. Washing- 
ton, Naperville, Ill. 


BANK ROBBER POSTER 


old time, with your name, $2. Free 
folder A-4. Stagecoach Press, 9115 
Spring Branch, Houston 24, Texas. 











THE INDEPENDENT BANKER 




















Denver, Colorado — C. Edgar 
Kettering, 59, executive vice president 
of The First Na- 
tional Bank of 
Denver, died of a 
heart attack June 
1. A native of 
Nebraska, Judge 
Kettering had 
been a Denver 
County judge for 
14 years, resign- 
ing from the 
bench in 1951 to take a position with 
the International Trust Company 
which later merged with The First 
National Bank. 

He attended public schools in Ne- 
braska and Denver before entering 
the Denver University Law School. 
In 1924 he opened a private practice 
in Denver, and served as a state sena- 
tor and representative before winning 
election as a county judge in 1936. 
He served four terms as judge. 

Judge Kettering had a wide range 
of business and civic interests in Den- 
ver. He is survived by his wife and 
a daughter. 





JUDGE KETTERING 


Emmetsburg, Iowa—Mrs. Jacob 
A. Spies, a pioneer who came to lowa 
in the early 1880's, died May 13 in 
Graettinger, Iowa. She was the widow 
of the founder of the Iowa Trust & 
Savings Bank of Emmetsburg. Her 
son, Charles J. Spies, is now presi- 
dent of the bank. 

The late J. A. Spies founded the 
Iowa Trust & Savings Bank in 1929, 
and the American Savings Bank in 
Graettinger in 1904. The latter was 
sold in 1916 to the First National 
Bank of Graettinger. 





RADICAL DEPARTURE from traditional design is the hall- 
mark of this quarter-million dollar new building housing the 
State Bank of Provo, Utah. The bank is the oldest in Provo, 
and is the community’s only independent bank. 





Jenkintown, Pennsylvania — 
Proof of customer loyalty came to the 
Jenkintown Bank & Trust Company 
when 44 of the bank’s long-time cli- 
ents took full-page ad in each of five 
local papers to congratulate the bank 
on its 85th anniversary. 

The ads were a “thank you” to the 
bank for using its advertising budget 
to promote the bank’s customers ra- 
ther than the bank itself. In 1954 the 
bank started publishing—in ads over 
its own signature—the success stories 
of local businesses within the bank’s 
trade area. 








A HALF-MILLION DOLLAR REMODERNIZATION program of 
the Rapid City (South Dakota) National Bank was recently 
completed, according to A. E. Dahl, board chairman. 


July 1960 





Clinton, Oklahoma — Directors 
of the First National Bank of Clinton 
have announced the establishment of 
a retirement plan for all officers and 
employes. In addition to a retirement 
income, the plan also provides life 
insurance benefits. 


New York, New York—Vincent 
F. a Jr. had been elected a vice 
president of The 
Gotham Bank, 
according to 
David Berg, 
Gotham Bank 
board chairman. 
Mr. Albano had 
been with the 
New York State 
Department of 

MR. ALBANO Taxation and Fi- 
nance for the past seven years, being 
first appointed by Governor Thomas 
E. Dewey and then re-appointed by 
Governors Averill Harriman and Nel- 
son Rockefeller. 
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FRIENDLINESS AND QUIET DIGNITY are stressed in the new 


quarters of the Guaranty Bank of Phoenix, Arizona. Brazilian 
rosewood paneling lends a depth to the warm color scheme. 





Miles, Iowa—Construction has 
begun on the new Miles Savings Bank 
building. The structure, which is to 
be completed about October 1, will 
feature wide expanses of glass and 
red Norman brick in stacked bond. 

In connection with the building 
program, the bank has increased its 
capital from $60,000 to $75,000. The 
increase will be effected by cash sub- 
scription and will bring the total cap- 
ital accounts of the bank in excess of 
$250,000. 

Present officers and directors are: 
William Matthiesen, chairman; Alvin 
Frahm, president; J. F. Mommsen, 
vice president; LeRoy A. Mohr, cash- 
ier; and Vernon L. Jungjohana, as- 
sistant cashier. 

€ 

Pine Bluff, Arkansas—Ralph E. 
Justice, assistant vice president of the 
National Bank of 
Commerce, was 
elected president 
of the junior 
bankers section 
of the Arkansas 
Bankers Associa- 
tion in Little 
Rock May 28-29. 
Mr. Justice 
MR. JUSTICE joined the bank 
in 1951. He is also active in local 
civic, fraternal and charitable organ- 
izations. 
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Norristown, Pennsylvania — A 
number of new officers were elected 
to the board and several staff mem- 
bers were promoted during the re- 
cent annual stockholders’ meeting of 
the Montgomery County Bank and 
Trust Company. 

New directors are Albert A. Garth- 
waite, Jr., Ernest T. Handley, Lewis 
T. Troster, and Paul P. Wisler. Re- 
elected directors were Oliver C. Con- 
ger, Joseph L. Eastwick. Kenneth 
Howie, and Leonard T. McCloskey. 


Arthur R. Francis and Frederick 
E. Ruccius, Jr. were elected assistant 
vice presidents; Walter A. Orrs was 
elected assistant vice president and 
assistant secretary; Irvin W. R. 
Swavely was named estate planning 
officer and assistant trust officer; 
Thomas E. Burns and Charles N. 
Rifendifer, Sr. were elected assistant 
treasurers; Donald W. Rose was 
elected assistant comptroller; and 
Frederick E. Lobb was elected man- 
ager of machine accounting. 


Chicago, Illinois—Leonard Ber- 
man has been appointed general sales 
manager of the Exchange National 
Bank of Chicago and will direct the 
activities of the business development 
division, according to Edgar Hey- 
mann, president. 








Chicago, Illinois — John A. 
Smith and Robert W. Williams have 
been advanced from assistant vice 
presidents to vice presidents of the 
LaSalle National Bank. 

Mr. Smith, a member of the com- 
mercial lending division, has been 
with the LaSalle since 1953. Mr. Wil- 
liams heads the business development 
department, and is responsible for ad- 
vertising and public relations activi- 
ties. He joined the bank in 1948. 


Hoven, South Dakota — P. J. 
Hackl, president of the Bank of Hov- 
en, was recognized for his 50 years 
in banking by the South Dakota 
Bankers Association at its annual con- 
vention in Sioux Falls May 20. He 





Mr. Hackl 


became a member of South Dakota’s 
50-Year Club and was presented with 
a pin. 

Mr. Hackl began banking in Ban- 
croft, Iowa at the Farmers & Mer- 
chants Bank in 1909, He moved to 
Lemmon, South Dakota, in 1910, and 
then worked in other banks in the 
Dakotas before coming to Hoven to 
the Farmers and Merchants Bank in 
1925. 

The Bank of Hoven was organized 
in 1931, with Mr. Hackl as one of the 
charter members, and he has been 
with the bank continuously since, be- 
ing elected president in 1951. 

A P. J. Hackl scholarship for Hov- 
en high school students was recently 
established by the bank in honor of 
Mr: Hackl’s years of service to the 
community. 
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OUR PARTNERS IN PROGRESS 


WE AT MARQUETTE strongly feel that America’s 
rapid and progressive growth is largely due to the 
foresight, optimism, and practical knowledge of our 
Upper Midwest country correspondent bankers. 
INDEPENDENT COMMUNITY BANKERS rely on Mar- 
quette National Bank’s completely modern facil- 
ities plus the experience and thorough knowledge 
of current banking procedures which the Men of 
Marquette have acquired through vigilant con- 


qin 
«ger 





as 


DEPARTMENT OF BANKS AND BANKERS 


OTTO H. PREUS VICE PRESIDENT 


cern, constant study, and realistic, down-to-earth 
understanding of the country banker’s problems. 
WE FEEL THAT OUR FAITH in the future is turned 
into active reality whenever we are privileged to 
provide fast, reliable and progressive correspond- 
ent banking services to you, our... PARTNERS 
IN PROGRESS! 


We invite you to become our PARTNERS IN 
PROGRESS! 





eo MARQUETTE 10n/BANK 
OF MINNEAPOLIS SovenH at Vlanguily FE 3-541) 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 





SYSTEMS MEN WILL BE 
INTERESTED IN THIS: 


The 390 is the only electronic 
system today that provides all 
four of the following flexible 
methods of input and output: 


»..a@ Compact, multi-duty 
Electronic Data Processing System 


...a complete E.D.P. system priced at $75,000 


SSO... 


39O... 


390... 


3so... 


—leased at $1,850 per month 


an “Electronic Statistician” . . . electronically analyzes 
mountains of paperwork—efficiently and economically. 

an “Electronic Accountant” . .. electronically maintains com- 
plete records that can be read by people and machines. 

an “Electronic Mathematician” . . . electronically performs 
all types of business arithmetic and formula computations— at 
speeds measured in 1/1000 of a second. 

an “Electronic Filing System” .. . electronically classifies 
and files data without the need for human decisions. Millions of 
digits can be stored on magnetic-tape ledger records, punched 
paper tape, and punched cards. 


.an “Electronic Reporter” . . . electronically digests volumes 


of business data and provides complete, timely reports. 


* TRADEMARK REG. U.S. PAT. OFF 


Investigate This Pathway to Increase Savings... backed by 76 Years of System Service Experience ELECTRONIC DATA PROCESSING 


ADDING MACHINES+CASH REGISTERS 


THE NATIONAL CASH REGISTER COMPANY, Dayton 9, ohio [aaa cais 


1039 OFFICES IN 121 COUNTRIES ¢ 76 YEARS OF HELPING BUSINESS SAVE MONEY 








